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EXECUTIVE SUMMARY 

The Cqa Rural and Commumty Based Enterprise Development Project is a three-year project wth 
the goals of developmg a sustainable, rehable cornrnumty-based credit institution that can efficiently 
finance viable development actiwties and generate new sources of rural employment, rational 
economc development, and sustamable sources of mcome for the agricultural producers in the 
Olmos, Motupe, and Jequetepeque valleys 

Work withn the project is diwded between ACDI and TechnoServe ACDI has responsibility for 
development of the Caja Rural and overall implementation of the component It prowdes techcal 
assistance on finance and orgamzational development to Cruz de Chalpon TechnoServe has a sub- 
agreement wth ACDI, under whch it is responsible for unplementlng actions related to development 
and/or strengthemg of commumty-based enterpnses (CBEs) whch w11 access credit fiom Cruz de 
Chalpon In addoon, ACDI has secured P L 480 Title III b d s  to support mstitutional strengthemng 
efforts with eight other Cajas Rurales, whlch include provlsion of techtucal assistance to develop 
strategc plans, proviaon of t r m g  m finance for &rectors as well as tecbcal and managenal staff, 
and assistance in developing and irnplernentmg new sermces 

The broad purpose of the evaluation of ths  project is to assist the USAIDIPeru and ACDI 1s 
reassessing the overall project design, and identlfyrng strengths and areas for mprovernent, and 
spec& achons that wdl help USAED/Peru and ACDI to maxlmze achevement of project objectlves 

The evaluation has been camed out by a two-person team, whch collectively possess shlls in project 
des~gn and evaluation in Latm Amenca The evaluabon visit took place dunng the penod May 19, 
1996 to June 20, 1996 The team used the followng data collection and intermew methods 

1 Reviewed relevant project papers, contracts and penodic reports 
2 Interviewed the Caja Rural's Board members, staff, field officers and chents as well as 

Technoserve's staff workmg wth CBEs and their clients 
3 Performed site visits to representative Caja Rural and CBE chentele m Chclayo and the 

Olmos-Motupe-Jequetepeque valleys 
4 Performed site v~sits to Cajas Rurales in Tarapoto, P~ura and Ayacucho and met wth 

management personnel, directors and clients 
5 Reviewed hancial records, management information system, and the loan portfoho of the 

Caja Rural 
6 Rewewed information ava~lable fiom the Bank Supemtendent regarding the Caja Rural 

system nationwide and assessed the performance of Cruz de Chalpon relative to national 
data 

7 Interviewed appropnate staff at the Mmstry of Agriculture, Mmstry of Economy and 
Fmance (COFIDE) and the National Association of Cajas Rurales 

Our key findmgs mclude 

1 The Caja Rural Cruz de Chalpon pdot project has been successfbl m meeting 
the vast majority of its objectives f i t  is evaluated as though it were just completmg its first 
year of operat~on 

2 The TechnoServe component of the project is not essential to the basic need 
to create a strong commumty-owned, market-dnven financial institubon 



3 To the degree that the valuable fhctions of (a) production assistance, 
(b) commercialization, and (c) market information need to be prowded, the 
most efficient way for them to be prowded if the project is extended would be 
to have that component transferred to ACDI 

4 That TechnoServe prowded pos~tive techcal assistance in the form of enhancing ylelds, 
export capabdity, and profitabhty for target groups dunng the second phase of the project 
However, even m the best of circumstances, the TechnoServe component of the project 
wll not be able to create viable business umts m the groups thus far orgamzed w ~ t h  the 
expanded tune constramts, and addihonally, the credit needs that are foreseen for the export 
based production will requlre loans of a matutlty beyond what would be possible in the 
current CRAC environment 

5 The efforts undertaken by ACDI under the Title 111 program have had a positive 
Impact on the eight participatmg CRACs The success of ths program has been tempered 
by the fact that there has been a sigdcant turnover of directors and the pace of 
development among and between the elght rnstitutions differs sigtllficantly The m a t e d  
berng presented is relatively complex m nature and it should not be expected that a one-tune 
exposure wdl provide the participants with the background necessary to fhlly understand 
the m a t e d  

6 The problematic approach taken to software development wth its inherent probabihty 
of an inability of the selected firm to deliver a wable product suggests that these efforts 
need to be closely momtored and that the CRCC should create a fallback position whch 
could be implemented in the event an appropriate software package is not delivered m a 
tunely manner 

7 That a key element irhbiting the abihty of CRACs to effectively expand their lendmg 
actiwties is the fact that many small farmers (and a mqonty in many regions of the 
country) do not hold title to thelr land Thus, given the unportance of real property 

guarantees in the legislative, regulatory and policy framework, they are unable to prowde 
adequate colIateral when applymg for loans 

Follomg our analysis we developed a senes of recommendations designed to allow Caja Rural Cruz 
de Chalpon to make changes and improvements to enhance its ability to acheve project objectives, 
and to mod$ assumptions and tactics to unprove the development potential for a nationwide system 
for Cajas Rurales Key recommendations include 

1 The Caja Rural Cruz de Chalpon pllot project has shown sigtllficant potential, 
meeting nearly all objectives indicated for the first year of operation of the CRCC and 
should be extended through December 1997 at current fundmg levels 

2 In the extended project, ACDI should place emphasis on the follolvlng aspects in thelr 
work wth the CRCC 

- cred~t function 
- savmgs mobilization 
- capital accumulat~on 
- software implementation 
- operung the branch in Jaen 

3 The TechnoServe portion should not be fbnded as part of the extended project 
However, to the degree that TechnoServe is able to find aiternatlve sources of 
hndmg to support interrnediate/long-term export based production, USAID/Peru should 



consider hnding a portion of the costs associated wth  the on-going techcal  
assistance program 

4 Techcal assistance provlded duectly to Caja Rural Cruz de Chalpon should be gradually 
reduced to allow the directors and managers to take more dlrect control of the decision- 
malung process 

5 Assistance to the CRCC should be gradually reduced throughout the remamng 
project life, with increasing focus placed on expanding efforts wth  the other 
elght CRACs and on prowding support for development of a national system 

6 Efforts towards development of a "national system" should be mcreased, including 
mcreased support for creatmg an mdependent and vlable assoaation A "grass roots based" 

strategic planning approach for the association should be developed and implemented 
7 Current Title I11 efforts should be continued for an additional 12-15 months for 

- prowding assistance in implementrng and updatrng current strategic plans 
- provlding a second run through for ~nstltutions whch have expenenced 

sigmficant board/staff turnover 
- provlding a senes of enhanced financial management tramng programs 
for board members and management personnel 

- ~dentifjmg and, hopeklly mth the support of the SBS, developing a program 
to intervene in those CRACs expenencing senous problems wth  the goal of 
retumng them to viability 

8 ACDI should work closely wth the SBS to lmprove the program of supemsion and 
examnation for Cajas Rurales c m e d  out by the Supenntendencia 

9 Changes in the law should be made whch rationalize geographc hmtations on 
the area served by mdlwdual ~nstltut~ons and Increase the lendmg lrrmt from 
five percent to ten percent of institutional capital Also, begm analysis of the terms and 
cond~tions under whch Cajas Rurales mght be allowed to offer 
checkmg accounts to customers should be undertaken 

10 Internal and external fhding sources to allow Caja Rural Cruz de Chalpon to be able to 
make loans wth intermediate and long-term matunties should be identified 

11 Close momtoring of any and all government efforts toward creatlng a rural bank should 
be made m order to ensure that Caja Rural interests are well represented in the process 

12 If the association reaches a positlon where it 1s feas~ble to conslder developing 
a second-tier financial institution, USAIDPeru should provlde hnds for a 3-6 months 
of short-term techcal  ass~stance to support the efforts 

13 Place emphasis on agro busmess and agro industry loans, or loans that tie in 
directly wth exlstlng supplier relationshps 

14 ACDI should make slgmficant effort to help speed up the land tltling efforts whch are 
currently underway in the country 
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A INTRODUCTION AND OVERVIEW 

The Caja Rural Cruz de Chalpon and Comrnumty-Based Enterpnses (CBE) pilot project is part of 
a broader Microenterpnse and Small Producers Support Project (MSP) whch was irutiated in 1991 
between USAIDPeru and the Government of Peru (GQP) These activlties grew out of changes 
mtituted by the GOP, begmmg mth the hqudabon of the Banco Agrano del Peru (BAP) whch had 
operated for more than 20 years using the traditional Latin Amencan model of prowding heawly 
subsidized credlt programs for the agncultural sector Credits were generally granted for pohtical 
considerations, with httle attention pad to the vlabhty of the investment or the moral solvency of the 
borrower L~quidation of the BAP left a sigmficant vold m the abdity of the agncultural sector to 
access credlt Therefore, in 1992 the GOP reintroduced the concept of rural banks (Cajas Rurales) 
as an alternative method to finance agncultural production ' 
Impetus for development of Cajas Rurales (CRACs) in the current environment came from the 
Mimstry of Agriculture (MOA) The first three CRACs began operating in 1993, and by late 1994 
there were eight institutions m operation An Association of Cajas Rurales (ACRAC) was created 
to provlde support for the CRACs, particularly in the areas of lobbying and centralized purchase of 
goods and services--such as computer software and techcal  tramng--common to all Cajas Rurales 

USAID/Peru has supported th s  GOP imtiative by desigmg and lrnplementing a model to gu~de the 
development ofthls new agncultural credit system On September 23, 1993, USAIDIPeru signed a 
cooperative agreement with ACDI to develop a sustamable comrnumty-based "pilot" Caja Rural 
CNZ de Chalpon is guided by the new approach toward agncultural lending, using a methodology 
that is radically different than that used by the BAP The new lending system, as defined in the Caja 
Rural law, is cornrnumty-based and is capitalized directly by local groups and indiwduals, wth local 
lenders workmg directly wth their owners/customers to develop indiwdual~zed bankable projects 
Local capital is placed at nsk, givlng all players a vested interest in the successfbl operation of the 
mstitution 

The GOP has made an important contribution to consolidation of the Caja Rural system by directing 
the partlcipabon of the Corporation Financiers de Desarrollo (COFIDE) as a "second-tier" financial 
institution to provlde "development" credits to a range of financial intermedlanes, including Cajas 
Rurales COFIDE's mternal operatmg pobcles allow it to prowde h e s  of credlt to eliglble institutions 
up to ten times the amount of subscnbed capital, however, in practice it has not provlded leverage 
beyond 3 to 1 to date 

In the specific case of the Caja Rural Cruz de Chalpon (CRCC), COFIDE provlded it wth a $1 5 
rmllion he-of-credit m 1995 using P L 480 Title 111 local currencies In addition, ACDI, 
USAIDDeru, and the MOA developed the concept of "underwnting" to allow the capital base of the 
CRCC to be mcreased d u n g  its early days Ths infusion of fbnds allowed the CRCC to expand its 



provision of loans in the regon as the capital accumuIation process continued COFIDE and the 
Mimstry of Economy and Finance (MEF) agreed to provlde $1 5 mllion of P L 480 Title 111 local 
currencies to test the undenvllting concept in Cruz de Chalpon 

2 Project Goals 

The Cruz de Chalpon project is designed to develop a new model for cornmumty-based, locally- 
owned and managed, self-sustammg rural financial institutions Ths  market-onented pilot institution 
is provldmg credit and other servlces that promote the development of market-responsive agricultural 
producbon and agnbusiness The coastal valley cornmumties of Olmos, Motupe and Jequetepeque 
whch form the onginal geographc base for the CRCC produce export crops and were deemed to 
have the base necessary to support pilot efforts designed to focus on the production of exportable 
products m a manner whch could be used as a model to be rephcated in other Peruvlan cornmumties 

The key objectives of the Caja Rural and the outreach CBE component of MSP are 

o To develop a sustmable, cornmun1ty-based credit mbtubon that can efficiently finance vrable 
development activities, and 

o To generate new sources of rural employment, rational economc development and vlable, 
sustamable sources of income for the apcultural producers m the Olrnos, Motupe and 
Jequetepeque valleys by mtroducmg profitable non-traditional crops wth export and/or ago-  
processing potential and estabhshmg vlable systems to get these products to market 

Work wthm the project is divlded ACDI has responsibdity for development of the Caja Rural and 
overall unplementation of the project It provldes techcal assistance in the areas of finance and 
orgaruzational development to Cruz de Chalpon Technoserve has a sub-agreement w th  ACDI, 
under whch it 1s respons~ble for implementing actions related to development and/or strengthemng 
of commumty-based enterpnses whch wll access credit from the CRCC ACDI has responsibility 
for overall coordination of project efforts, includmg mmtaimng a close worhng relationshp wth 
directors and key staff of the CRCC, implementing the Caja Rural mstitutional strengthemng, and 
coordinating short-term mternational techcal assistance In addition, ACDI has secured P L 480 
Title III hnds to support institutional strengthemng efforts m eight other CRACs These 
strengthemng efforts ~nclude provision of techcal assistance to develop strategic plans, provision 
of tramng for directors as well as techcal and managenal staff, and assistance in developing and 
implementing new services 



3 Purpose of the Evaluatton 

The broad purpose of the evaluat~on of the project is to assist USAIDmeru and ACDI in reassessing 
the overall design, and to identltjl strengths, areas for unprovement, and speclfic actions that will help 
USAIDReru and ACDI maxmze achevement of project objectives 

Thls mdependent assessment is des~gned to d e t e m e  whether, through current configuration of 
activltles and management methods, ACDI, USAID/Peru, Technoserve, vanous Peruvlan 
governmental agencies, and other participants involved m the project are producing the expected 
outputs as projected in the work plan developed in February 1994 Of particular interest are issues 
relatlng to the role, efficiency and potential of the CRCC, the effectiveness of vanous project 
interventions, and the economc impact of these interventions 

4 Scope of Work 

A detailed scope of work may be found in Appendix 1 A summary of t h s  report will contain the 
followng evaluation components 

Context Analyze the context in whlch the Cruz de Chalpon project has been developed in 
relat~on to local environmental conditions as well as the national enwonment, including 
institutional relationshps at the national level 

Methodolorry Identify the relevance and effectlveness of the ongnal assumptions and 
methodology, notmg areas where implementation has evolved ftom the ongnal strategy and 
assessing the value or cost of ths  evolution Identlfy issues or areas where hrther 
reformulat~on mght be constructive Assess the success or llmtations of project 
implementation wth respect to (1) techcal assistance prowded, (2) institutional 
relationshps and the validity of key indicators of project success, (3) the degree to whlch 
mterventions are being carned out in an enwronmentally sound manner, and (4) the unpact 
of interventions disaggregated by gender 

Project Management Assess the adequacy and effect~veness of the vanous elements of 
project management 

Caja Rural Operations Assess the degree to whch the Caja Rural has met the financial 
servlce needs of producers, growers and mcro-entrepreneurs m the regon Analyze the 
structure and wability of the "undenvnting" concept and the probable sustamability of the 
Caja Rural at the end of the three-year project penod as ongnally projected 

Title 111 Techcal Assistance Detemne the impact of techcal assistance prowded by 
ACDI to eight selected Cajas Rurales to implement institutional strengthemng, planrung and * 

tramng activities 



f CBE Techmcal Assistance D e t e m e  the impact of Technoserve's techcal  ass~stance m 
increasing small farmers' access to credit, income, and markets Detemne whether 
chentslsmall producers are using ths  lnformation and techcal  assistance effectively 

5 Methods and Procedures 

The evaluation was carned out by a two-person team, whch collect~vely possesses slulls in project 
deslgn and evaluation m Latm America Their fi l l  resumes may be found in Append~x 2 

Robert Von der Ohe - semor econormst/rural credit specialist Responsibilities include 
analysis of the context w t h  whlch the Cruz de Chalpon project has been developed, analysis 
of project issues common to the Caja Rural and the CBEs, analysis of specific Caja Rural 
issues, and preparation of the final report 

Jose Lazarte - local rural credit specialist Respons~bihties include analysis of specific CBE 
issues, partupation in detemnation of impact of techcal  assistance prowded by ACDI to 
selected Cajas Rurales hnded under Title In, participation m considerations as to whether 
the Caja Rural can be sustainable withn three years of imtial operation as planned, and 
preparation of a draft report on the above matenal 

The evaluation was undertaken dumg the penod May 19 to June 19, 1996 The team used the 
following data collection and intervew methods 

Revlew relevant project papers, contracts, and penodic reports 
Interwew the Caja Rural's Board members, staff, field officers and chents, as well as 
TechnoServe's staff worlung wth the CBEs 
Perform site ws~ts to representative Caja Rural and CBE clientele in Chclayo and the Olmos, 
Motupe and Jequetepeque valleys 
Perform ate wsits to Cajas Rurales m Piura, Tarapoto, and Ayacucho, meet wth  management 
personnel and clients 
Revlew financial records, management information system, and loan portfolio of the Caja 
Rural 
Revlew lnformation available at the Supemtendency of Banks regarding the Caja Rural 
nationwide system and ~ t s  performance relative to Cruz de Chalpon 
Interwew appropnate staff at the Millstry of Apculture and the Caja Rural Association 

A 11st of persons internewed and documents rewewed can be found in Appendices 3 and 4 
respect~vely 



B CAJA RURAL CRUZ DE CHALPON - SYSTEM RELATIONSHIPS 

1 Orlglnal Program Structure and Purpose 

As a result of the fdure of the majonty of state-run financial and agncultural support institutions m 
the early 1990s, the system of Cajas Rurales was created It was immediately recopzed that there 
were several factors whch could impede the success of these institutions, includmg 

o lack of adequately quahfied management personnel and d~rectors, 
o an inadequate lending methodology for the new operating enmronment, 
o a borrower culture that was not accustomed to repaying loans to state-run financd 

institutions, 
o lack of knowledge of marketing techques, 
o prevlous availabhty of subsidized credit and the mentahty that there were no incentives to 

repay loans and no penalties for fadure to do so, and 
o low produchvlty In the agricultural sector and the hgh nsk associated wth malung loans to 

ths  sector 

Tecbcal assstance provlded by ACDI under the project would p e m t  improvmg the capabilities of 
directors and management by 

o introducing lending techques consistent wth  new technologies and a changed lending 
environment, creatmg a diversified portfoho, improvlng the number and type of credit 
products being offered, and 

o with the semces promded by Technoserve, Improve the productive capabdities of small 
farmers and allow groups to begin marketrng their products by creating busrness enterprises, 
thereby reducing the nsks associated wth  lending for such activlties 

All the work would be done wthout any direct subsidles being provlded to the CRCC Thls was 
r e q d  so that the CRCC could contmue to move to a pomt of profitabhty and self-sufficiency, even 
in the environment of hgh costs associated wth lending to the agncultural sector, particularly to 
small farmers 

2 System Relationships 

The project structure ~nvolves a senes of relationshps w th  outside orgamzations The first key 
player is the Mhstry of Agriculture whch is the government agency instrumental in secunng passage 
of the law whch created the CRACs The MOA was faced wth  a senous problem wth  the falure 
ofthe Banco Agrano del Peru and needed to find an innovatwe solution to make credit available to 
the agncultural sector Once the CRAC law was passed, the MOA provlded support to several of 
the groups whlch were attempting to form a CRAC, and has continued to provlde indirect support 
to a number of institutions as they mtiate operations The MOA has had M e ,  if any, duect 



involvement in the creation andor operation of the Caja Rural Cnu, de Chalpon 

The second major player m the system of Cajas Rurales IS the Muustry of Economy and Finance and 
its "affiliate" COFIDE COFIDE is the major hnding source for Cajas Rurales and has provlded 
undenvntmg hnds and a h e  of credit to the CRCC under terms of a contract between USAIDiPeru 
and the MEF COFIDE appears to be generally supportive of the efforts of the project However, 
it appears to have several concerns about the long-term v~abihty of the Cajas Rurales and has 
developed a set of stnngent pohcies wth respect to providing fbnds for capital underwnting and lines 
of credit to the CRACs 

In the near future additional funds wdl become avadable for the system from a transfer of the MOA's 
small farmer lending fbnd (FONDEAGRO) portfolio to COFIDE to support the CRACs The 
FONDEAGROs have a sigmficant portfolio (some $1 10 mllion) in delmquent and/or uncollectible 
agricultural loans In addition, they hold some $14 rmllion in cash and $15 mllion in fertilizers The 
CRACs wdl be gwen an opportumty to collect the outstandmg loan portfoho in their region and wll 
receive a cornmssion of 15 percent of the amount collected as an incentive to participate in the 
program Funds collected wd be placed m a revolvmg knd whch will provide resources for capital 
undenvnting of the Cajas Rurales, additional fimds for lines of credit, and a loan guarantee hnd to 
protect COFIDE against the nsk of losses on its vmous financial relationshps with the CRACs 

The Caja Rural Cnu de Chalpon, along wth  the 14 other CRACs, are s u p e ~ s e d  by the 
Supenntendencia de Bancos y Seguros (SBS) The CRCC was recently exammed by the SBS, and 
with the exception of data Issues caused as a result of problems wth  the sohare ,  there did not 
appear to be any sigmficant concerns raised dunng the wsit 

3 National System of Cajas Rurales 

Presently, there is no "national system" for CRACs in Peru There are 15 independent institutions, 
somewhat loosely federated with the national association A better defimtion of what is occurmg 
would be somethmg more alun to what is defined m chaos theory as a "self-organlung system " Each 
of the m t s  is evolvlng m its own uruque way wth several institutions testmg vanous legal constramts 
whde developmg their own methods of operation The financial information presented in Appendix 
5 fbrther demonstrates these differences 

The team leader vlsited three other CRACs in addition to Cruz de Chalpon, including figuel Grau 
m Piura, San Mart111 m Tarapoto, and Los Libertadores in Ayacucho From these wsits and the data, 
we found that there are few umversally common operatmg charactenstics, varylng levels of 
management and hector capabhes, and each matubon is deahng wth  issues such as loan portfoho 
composition, savlngs mobhtion, deslres for undenvnting, etc , in their own way In addition, one 
of the most important ways in whlch the system 1s evolwng is in terms of mowng beyond the 
geographic limts imposed in the law .. 

One factor whch makes compansons difficult is that the CRACs all have been in emstence for less 



than three years and have had varymg degrees of management and director turnover since they began 
operatrng In addition, they all appear to be in different positions wth respect to the degree of 
support that has been and is being prowded by the MOA--support whlch has had an impact on 
software development, savmgs mobhhon  efforts and wrllmgness to solicit support for trarning fiom 
Title I11 resources whch, at least in the CRACs vlslted, was very well received 

In terms of a "system", there are several issues that need to be addressed at the Association level wth  
~nvolvement of the MOA, COFIDE, and the SBS When the concept of Cajas Rurales was 
mtroduced m 1992, the MOA was noted to have mdxated that it was likely that there would be more 
that 70 CRACs m Peru There are currently 15 institutions operating, and it IS unclear that even th s  
number of lnst~tutions wdl be requued m the long run In addihon, currently there are no well-defined 
measures of safety and soundness whch should form the base of the annual supems~on/exmnation 
program of the SBS 

The current defimtion of the relationshps among and between the vanous lnst~tutions and 
government agenc~es creates a strange blend of attitudes fiom both the old and new models for 
linanclal msbtutions The basic framework for Cruz de Chalpon whch 1s being evaluated, as well as 
dehtions found in much of the matenal relating to discussions concemng the law creating Cajas 
Rurales, pomt to a desue to have msbtutions whch are market-dnven, focused on meeting customer 
needs, and being forced to be self-suffic~ent withn a reasonable time penod, 1 e , the new model 

At the same tune, however, there are several developments whch pomt to "business as usual " The 
first area relates to the vanous methods of financmg The underwntmg program, whde not uruque 
or new in development literature, allows institutions to have additional funds to lend, as well as 
project a stronger Image resultrng fkom havrng a larger caprtal base At the same tune, however, the 
program has a senes of ~ntermediate-term safeguards such as requmg an "intermediate liquidity 
reserve" m the event that outstandmg shares are not sold to thrd partles w t h n  a gwen time penod, 
and mtroduces foreign exchange nsk and the potential for decapitallzation should efforts to sell the 
undenvr~ting shares ultimately fad Whlle most CRACs whch are considenng the possibility of 
partic~pating in the newly expanded undemting program as ~t becomes avadable apparently 
understand the types of nsks associated with the program, most see it as an absolute necessity to be 
able to expand their capital base 

The underwnting program, as well as the program designed to allow COFlDE to prowde lines of 
credit to the CRACs, is necessary to allow expanded lending in the short run At the same tune, 
however, avadabil~ty of these funds has reduced the pressure on the CRACs to make slgmficant 
efforts to market their savmgs and deposit programs--programs whch are one of the keys to long- 
term v1ab111ty 



Liquidation of the FONDEAGROs--whch subsequently provldes funds to COFIDE to support 
underwriting and lending efforts, as well as to create a guarantee find--has a component whch IS 

designed to allow CRACs to attempt to collect the outstandmg dehquent FONDEAGRO loans 
Ths program provides 

o the CRACs wth  the opportumty to earn a 15 percent cornmssion on all hnds collected, 
o funds whch will support undemting efforts for the CRACs not in the pilot program, 
o for creation of a revolvlng he-of-credit program, and 
o for creation of a loan guarantee program 

Creation of a guarantee f h d  provldes COFIDE wth a degree of protection, but the system would 
be better served if the funds became a part of institutional capital in the form of loan loss reserves 

Another vestige of the old model may be seen in the fact that the CRCC, as well as many other 
CRACs, require borrowers to purchase shares equal to some percentage of the loan amount Thls 
"forced capitahzabon" scheme is uumcal to the concept of a market-dnven mstitut~on, and is at odds 
with the sipficant marketing effort whch the CRCC is in the process of undertalung Also, 
reqwng that all borrowers purchase mandatory techcal assistance at their own expense, mthout 
any momtomg of the effectweness of the vanous forms of assistance, continues a process whch had 
become Ineffectual or allowed for insider payments 

Fmally, the old model may also be seen in the most recent proposal for trauunghechcal assistance 
that has been developed by the MOA, and a similar proposal developed by the ACRAC Whatever 
the source of the proposal, it appears dl-formed relative to the needs of the potential participants, very 
costly, and apparently expectmg donors to support the effort m return for some undefined qurdpro 
quo in the MOA proposal, or in the ACRAC proposal to divlde the cost of the program equally 
among all CRACs when it is obvious that not all wll benefit equally from the program 

4 The Nat~onal Assoclat~on of Cajas Rurales 

Throughout the world, as a group of financial institutions develop there is a strong tendency for a 
second-ber matubon, such as an association or federation, to develop The expenence throughout 
Latm Amenca has been for associations to develop early, generally heady subsidized by some donor 
agencies Ths situation creates a dependency relationshp between the association and the donor 
agency and often creates an environment where donor demands take precedence over meeting the 
basic needs of member matubons In addition, grassroots support for the association tends to erode, 
particularly if the association adopts a paternalistic attitude towards its members There is some 
suggestion that these problems currently exlst in Peru 

Internews wth the current and past presidents of the ACRAC suggest that the orgmzation has the 
potential to provlde a wde range of semces The optlons listed are similar in nature to those 
provlded by other organcations of ths type, mcluding public relations and image building, lobbylng 
for legslatwe changes and access to external finds, t r a m g  and techrucal assistance, economc and 



financial analysis at the macro-level, and software support6 

As the titular owner of the new software system, the Association d l  have the responsibility of 
provldrng assistance to the CRACs as the system 1s installed It is not clear what, if any, cost there 
wdl be for thls senme Bemg owner of a new and untned system poses some nsk to the Association 
If the new system does not work as well as promsed, the ACRAC could well suffer senous image 
problems 

Momahon Indicates that the dues structure of the ACRAC has all Cajas Rurales-mdependent of slze 
and financial condition--paying the same level of dues (currently S/900 per month) Revenue 
generated from dues covers appromately 30 percent of the Association's expenses, w th  other 
pnmary revenue comng from funds provlded indirectly by the MOA for the software development 
project It was also stated that the Association expects to receive a 0 5 percent return on f h d s  
collected from the outstanding FONDEAGRO portfolio for the expanded undemting project 
These factors again point to an instltution whch is not independent from donor pressures 

ACDI is also in the process of providing assistance to the Association to develop a strategc plan 
We beheve that ths 1s a worthwhile effort, however, ~t is essential that the process contam a detailed 
discussion of the roles and responsibilities of the Association and the relationshp to its members 
Slnce the ACRAC currently is operatmg wthout a manager, it wll be very difficult to implement any 
plan in a coordinated and orgmzed fashon 

It wlll be essential for ACDI to take a broader role m development of a plan of action for the 
Association in the next 12-15 months Our discussions detected a sense that current ACRAC 
leadershp takes a somewhat paternalistic approach toward member institutions, and hnts at some 
government support for their actions It must be clear in the p l m n g  process that the resulting 
product must come from the "bottom up" and reflect the needs of participating CRACs who 
ultnnately W111 be expected to pay the bllls Ths role for ACDI was Included in the onginal work plan 
for the project 

There is one Mher  issue whlch needs to be discussed relative to the role of the Association There 
also has been some discussion (cormng pnmanly from ACDI) that the ACRAC structure could be 
used in the longer run as a place to create a second-tier bankhquidlty management institution A 
suggeshon of th~s nature is common among groups of finanad mshtutions m Latin Amenca The call 
for development of such an insbtution IS generally based on the premse that it can be a source for 
inter-lending and a method to channel external funds to part~cipating inshtutions (mth a revenue 
stream from these loans--often obtamed at subsidized rates--prowding Income for the association) 

However, it IS almost uversally true that lf member rnstitutions aggressively market savings/ deposit 
accounts and pay positive real rates of interest, in the long run they are able to generate more funds 
than the instltution will be able to lend Thls creates the need to find a way to enhance the yelds * 

avdable from mvesbng surplus fbnds Whde there may be some inter-lending, the pnmary fbnctlons 
to be provlded usually end up being in the area of liquidity management 



Whatever the rationale for creating such an institution, it is very unhkely to succeed if it is created 
withn a politically-based association structure Such institutions are generally capitalized by 
partiapatmg ~nstitutions who Invest some percentage of ther own capital base as pan of the second- 
tier orgamzation's capital Those second-tier institutions whch have been successll most often 
develop as independent umts and provlde a service package that can be supported by rnternally 
generated revenues ' 

There are several preconditions whch must be in place before any senous consideration is given to 
creating a second-tier financial institution These include 

o a strong exammation and supemsion fknmon prowded by the appropnate government entlty, 
o all participatmg mstitutions meetmg the basic cntena found m traditional safety and soundness 

standards (e g , the CAMEL system ln the Umted States) relating to capital adequacy, asset 
quality, management expertise, eamngs, and hquidity, 

o all participating inst~tutions hawng an external independent aud~t, 
o all institutions havlng well-qualified directors and management teams, and 
o sufficient management expertise to participate hlly in financd markets 

These conditions are not present at the current tune, thus it is premature to spend any sigmficant 
amount of time tallung about the development of such an instituhon We have heard that the GOP 
is tallung wth the IDB about the possibiky of creatlng some form of rural bank Issues of t h s  type 
should be closely momtored to ensure that the Interests of the CRACs are mcluded in any final 
discussions 

Based on discussions wth mdivlduals &om several CRACs, ~t would appear that a meetmg wth  an 
agenda designed to share expenences wth respect to how the Cajas Rurales have dealt w th  a broad 
set of issues would be very beneficial m the relatwely near term If t h s  meeting occurs, ACDI should 
work closely w th  the ACRAC to define the agenda 

C ANALYSIS OF PROGRAM ISSUES 

1 Assumpt~ons and Key Ind~cators 

The Cruz de Chalpon Caja Rural and Commuruty-Based Enterpnse Development Project is being 
fbnded under Cooperative Agreement No 527-0349-A-00-3338-00 between ACDI and 
USAIDPeru, signed on September 23, 1993 The project was developed from an unsolicited 
proposal prepared by ACDI and was designed to create a pilot effort for the Caja Rural Cruz de 
Chalpon The three objectives of the project include 

(a) The development of a model Cqa Rural, 1 e , a sustmable, comrnmty-based credit institution 
that can be replicated in other areas of Peru 

(b) The formation of a local, pnvately-run rural c r d t  system that fiilfills many of the agncultural 
cornrnum~es' c r d t  needs m the absence of government and other pnvate sector institutions 



(c) An increase in Peru's agncultural exports, productivity and profitabdity in the agncultural 
economy, and rural employment and income 

The onginal work plan created an expected time line for intervent~ons whch was based on the 
assumption that the SBS and other part~clpating agencies would grant a vanety of approvals 
accordrng to the schedule detaded in the work plan The fact that approvals were not granted as 
antmpated has caused a set of problems for the project that wdl be discussed elsewhere m thrs report 

The bas~c interventions to be conducted withm the project include 

for ACDI 
- establ~sh the Caja Rural 
- negotiate intra-institut~onal agreements 
- assist in identlfjllng credit demand beyond agricultural production 
- prowde management assistance to the Caja Rural 
- examme financial servlces in addltion to lending 
- provrde assistance in shaping a national Caja Rural strategy 

for Technoserve 
- conduct an inventory of CBE clients 
- identifjr pnonty agricultural, commercial and ago-industrial products and servlces, 

and evaluate domestlc and international markets for these products and servlces 
- assist in the establishment and management of CBEs and develop business traimg 

and practical assistance to each CBE in business plamng, marketing and other 
management issues 

- prowde farmer education and extension servlces 

The project work plan ~ncluded a number of mdicators wth Indicated dates for completion As noted 
earher, the fdure to obtam necessary approvals for the creation of the Caja Rural Cruz de Chalpon 
at the expected time caused a sigmficant delay in many of the actions whch were expected to be 
completed dumg the first 12-15 months of the project's existence When measunng results on the 
basis of the CRCC's effective operation of less than one year, t h s  would suggest that ACDI has 
accomplished the hnctions outlined with the exception of 

o Item F (1,2,4) - National CRAC Strategy (gven the basic structure of the underlying 
industry, thls may well have been premature in any case), 

o Item B (4,5) - Inter-Institutional Agreements (agm premature), and 
o Item D (5) - Asset/Liabhty Management (proposed elsewhere in the report to be an integral 

part of techcal assistance in the first phase of any project extension) 

The Technoserve porhon of the project has been in operation for a longer penod of tune However, 
gven the fact that its first project director chose to live in Lima rather than in Chlclayo, there was a 
sigdcant amount of relatively unproductive time early in the project time frame There are several 



areas where it is not clear that TechnoServe has completed the expected outcomes if we assume that 
it has completed its second year withln the project fiamework 

The project was budgeted for $2 8 mdlion wth  an additional $3 0 mllion bemg provlded to the 
CRCC to establish a guarantee findlundenvnting~lme-of-credlt operation wth COFIDE 

2 ACDI and TechnoServe Relat~onshrps and Coord~nat~on 

The plan whch underlies the USAIDIACDI Cooperatwe Agreement--with whch TechnoServe is 
a sub-contractor--requwes that farmer orgamzatlons m the Olmos, Motupe and Jequetepeque valleys 
present agncultural plans m whch tradihonal crops, whrch currently predommate but whose earrungs 
do not compensate adequately for the investment needed for increased production, be replaced by 
new crops whch would p e m t  the farmer to obtain a better financlal return 

The htations whch these producers face are lack of a credit system that addresses financlal needs 
associated wth the mtroductlon of new crops, absence of research on export crops that would p e m t  
their development, and inadequate procedures for marketing 

In order to overcome these htations, the project proposed to develop diverse, concurrent activities 
to implement a comprehensive economc plan (a) provlde techcal  asslstance based on the results 
of TNS' research, (b) enlist cooperation of agricultural enterpnses that would have the capaclty to 
compete in national and mternational markets, (c) market the resultant products of the project, and 
(d) organize a Caja Rural that would provlde financial resources requlred to implement the plan 

a TechnoServe Actimties before the CRCC 

Before the sub-agreement wth ACDI was signed, TechnoServe was promotmg development In the 
Jequetepeque valley Its imtlal work involved the preparation of an agncultural plan whlch would 
provlde an altername to nce production that consumed much of the llmted water resources as well 
as contnbuted to the depletion of the sol1 

The best example of the TNS effort is the rural comrnumty of Chepen, w th  a farmers' orgamzatlon 
of 700 members w th  5,000 hectares of land In February 1993 the Agncultural Producers 
Cornrmttee was formed lo TNS programmed the mstallahon of 100 hectares of pole beans wh~ch, due 
to lack of financing, did not prosper In addition, it prepared a plan for rehabilitation of irrigation 
lnfiastructure for $250,000 wth  fbnds to be provlded by FONCODES However, thls hndmg was 
not approved 

Besides beans, the TNS program lncluded tanrmls cotton whlch d s t e d  the partlcipatlon of the textile 
company FIJESA m financmg $33 3,000 for 330 hectares for the Apnl-June 1994 crop The contract 
was"compnsed of three legal agreements one between TNS and FIJESA for techcal  assistance to - 
the producers, one between TNS and the farmers' orgmzation for adrmmstrative assistance, and one 
between FIJESA and the lending agency for credit 



h accordance wth the contract, FIJESA financed labor, machnery and fertilizers, wth the purchase 
pnce of cotton being fixed at $75 OO/cwt Two events blocked the success of t h s  effort fertilizers 
were not provlded in a tlmely manner, cormng at an advanced stage in the season, and the pnce of 
cotton Increased to $1 15 OOlcwt , considerably above that established m the financial contract The 
result was that producers stopped sales to FIJESA, whlch d ~ d  not wsh to readjust the contract pnce 
upward Ths created an impasse whlch resulted in a debt to FIJESA of $120,000 that is currently 
in litigation Srnce Apnl 1995 TNS has had no relationslxp wth  the farmers' orgwation 

In addition to ths  expenence, other fiu~tless efforts can be cited, although of lesser Impact, in four 
production groups--Santa Cataha Assoaation, Tomas La Fora Cooperative, La Calera Cooperative, 
and Huaca Blanca Comrmttee With the exception of FIJESA, no financing has been obtamed that 
would facilitate any change in traditional croppmg patterns, whch was TNS' stated goal m the 
Jequetepeque valley 

b Organization of the CRCC 

The CRCC effort emerged from the imtiat~ve of farmers and rural agnbusmess in Motupe, wth the 
relationshp with the SBS begmng in June 1993 The proposed area of operations included the 
localities of Jayanca, Motupe and Olmos 

ACDI assistance to the orgamzing comsslon of the CRCC began in February 1994 w~th  the 
implementation of specrfic efforts that would allow the CRCC to begm operat~ons w t h  six months 
Although studies conducted by the SBS whch analyzed the feas~b~lity of and obstacles to the 
accumulation of a rmnunal level of capital (S/500,000) by the orgmzers led to the detemnation that 
such a short time frame would not be reahtic, thanks to ACDI techcal  assistance the process of 
estabhshment of the CRCC was accelerated by refinlng the study, convernng potential investors, and 
broadenmg the geographc base of the CRCC 

The formal establishment of the CRCC passed through the followng stages 

On May 19,1994, by Resolution 326194, the SBS authonzed the orgamzation of the CRCC 
to serve the areas of Olrnos, Jayanca, and the Chochope and Salas districts of Motupe m the 
provlnce of Larnbayeque 

On January 3 1, 1995, by Resolut~on 2 13/95, the CRCC was provisionally authonzed to 
operate m the enme department of Larnbayeque and in part of the department of La Libertad 
in the provinces of Pacasmayo and Chepen 

On March 6,  1995, by Resolutions 728195 and 730195, the SBS authonzed the operung of 
branch offices in the Motupe and Chepen Districts r 



The CRCC opened for business on March 27, 1995,21 months after the proposal was ongmally 
subrmtted to the SBS The capltal base was S/744,060 comprised of 74,406 shares purchased by 433 
indiwduals and orgamzations, of whch four major institutions provlded 55 percent of the 
contnbutions (the commumty of Chepen contributed 8,600 shares, or 11 56 percent of the total) l1 

c ACDI-TNS Relat~onshxps 

The relationshp between ACDI and TNS has gone through two stages, the first to September 1995 
and the second after that date In the first stage the relationshp between the parties was inconsistent 
for two reasons TNS did not accept its dependency on ACDI as the pnmary contractor and TNS 
did not have an executive presence in the project area 

In the second phase TNS proposed a rewsed area of action and located an executive m the project 
site In this phase the relabonshp wth ACDI and, by extension, wth the CRCC has been facilitated, 
whlle not yet formalized Consequently, m the last quarter of 1995, an agreement was reached to 
hold monthly meetings 

Even wth the observed deficiencies, it is important to point out that smce September 1955 TNS has 
promoted the CBEs, reonenting its efforts to the Olmos Valley and reconstructing the work in the 
Jequetepeque valley 

D ANALYSIS OF CAJA RURAL CRUZ DE CHALPON 

1 Staffing and Structure 

An orgarmation chart for the CRCC may be found in Appendlx 6 In remewng the structure and 
credentials of the vanous individuals employed by the CRCC, it would appear that those holding 
management positions are well qualified accordmg to trmmng and premous expenence There is 
concern, however, that the salanes paid by the CRCC are relatively low in compmson to the local 
market, and thus there is some potenbal for turnover In addit~on, the CRCC has had some dficulty 
m h g  experienced loan officers and 1s m a position where they must hxre entry-level personnel with 
potential whch, in the short run, llmts the ability to expand the loan portfolio 

lhring the penod of our msit, the CRCC reorgamed the loan grantmg function A new orgamzation 
chart is not yet available, however, we believe that the changes were positive in enhancing the 
producbvlty of the function The primary change was to split the functions of the loan officer (1 e , 
credt grantmg) and loan admmstration Ths wdl allow for mcreased specialization and dlvlsion of 
labor We believe, however, that there is an additional change whch needs to be considered in the 
near future, that of creating a collection function for dehnquent loans l2 



2 F~nanc~al Conslderat~ons Cornparatwe Analys~s of the CRCC wrth other CRACs 

a Evolution of the CRAC Initiatives 

The idea of estabhshmg Cajas Rurales began to matenallze in 1 99 1, at first follomng the concept of 
associations However, as the Agrman Bank was deactivated in early 1992, a hgher level of 
orgwt ion was developed by the Muustry of Agriculture and reglonal governors The process was 
consolidated with the enactment of Decreto Ley 25612 l3 

Decreto Ley 25612, Guldehes for Cajas Rurales, was issued on August 1, 1992, and constitutes the 
legal framework that authomes the orgamzation and operation of CRACS They have the legal 
status of limted enterpnses and are authonzed to handle savmgs and deposits in their area of 
operations They form part of a secured fund of deposlts and in general operate under the same rules 
as those of commercial banks 

Ths legal decree prohbits the orgamzation of Cajas Rurales as "credit umons", "craftshops" and 
"communes", forms that were popular in the 1970s and wl-uch conformed to specific norms of 
organvation, operation and hctionmg, these were orgamzed as associations (since they were non- 
profit), and thus were not authomed to handle samgs and could only loan their own capital and that 
of thrd parties as long as the latter came from a borrowng operation 

Decreto Ley 770, General Law of Banlung, Finance and Insurance Institutions, was issued on 
October 30, 1993, and fdly incorporated the Cajas Rurales They are charactenzed as "entities", a 
category whlch also includes Cajas Mumcipales--inst~tutions authorized by the SBS--as well as 
EDPYMEs (pnvate credit intermedimes) In the category of "enterpnses" are banks, financial 
mt&&ons and other econormc agents who participate in capital and bond markets The difference 
could be usem were it not for the fact that in the case of Cajas Munlcipales there are "small" entlties 
authonzed to operate in 10 of the 26 operations overseen by multiple-operation banks 

Table D 1 m Appendm 5 shows the general progress of the CRACs to date As can be observed, 28 
initiatives are tracked with a vanety of components and three levels of acl-uevement in operation, 
being orgaruzed and in the process of obtainmg orgamzational hcense from the SBS Two 
charactenstics stand out For those CRACs currently m operation (15), the tlme required for 
approval is quite lengthy--19 months on the average Llkewse, 50 percent of those who have an 
orgamzational certificate and are pendmg approval by the SBS have M e  poss~blhty of completmg 
the process m the allotted tune fiarne of 24 months The slow maturation of these imtiatives may be 
due to the following factors 

o The major@ of these apphcations d~d not have the m m u m  capital required by Decreto Ley 
256 12 (S/150,000--the equvalent of $1 16,000--m August 1992) The result was that the 
SBS, followrng the gmdehes, recommended an uutial capital Investment of S/500,000 whch 
was considered a ~~llflllllum m the banlung laws of October 1993 l4 Thls delay--m some cases 
up to SIX months just to imtlate the process--could have been avoided if the SBS, when the 



decree had first been enacted, had commumcated to the CRAC executive board the mrumal 
capital necessary to apply for a p e m t  

0 The imtiatives channeled through the SBS in 1992 and 1993 were largely spawned by the 
state (Mlmstry of Agriculture and regional governors) whch demanded tangble results to 
justify the model Ths engendered expectations on the part of the orgaruzers who misted 
that the government transfer its resources (FONDEAGROs, FONAFOG, assets of the 
Agranan Bank, coffee fbnds, etc ) to the CRACs m order to complete the social capital whch 
could not be rased on ther own, thereby cohslng the role of the state as promoter with that 
of a pnvate business such as a Caja Rural 

o Lastly, at least between 1992 and 1993, the SBS demonstrated that ~t was not prepared to 
evaluate these proposals, possibly because its framework and/or efforts focussed on banlung 
and financial enterpnses rather than on the CRACs Additionally, there exlsted in the SBS a 
strong reluctance to authonze these modifications given the nsky nature of agncultural 
activities and the nature of the organizers (mainly producers) 

b CRACs and Fmancin of the Agricultural Sector 

In Decreto Ley 256 12, reference to agncultural credit and its relationshp mth the CRACs is mpliclt, 
establishmg that the CRACs undertake financial intermediation m support of economc projects 
developed in their areas of operation (Art 2) and indicating that the FONDEAGROs would be 
deactwated on December 3 1,1993 Is These references infer the pnonty that is gwen to the CRACs 
in attention of financial requirements of the bill, however, the feasibility of such a proposal can be 
questioned, considenng the need to protect financial resources made avalable to the CRACs 

Makmg use of a theorehcal exercise, Table D 2 has been prepared to demonstrate the possibilities of 
agricultural financmg m the areas of influence proposed by the CRACs Talung as a reference point 
Artxle 33 of Decreto Ley 25612': and assumg an average investment of $300/hectare, one amves 
at approximately l87,OOO hectares that represent 32 percent of the agranan market of the 15 CRACs 
in operation However, m real terms, and considenng the statistics to February 1 99617, it could be 
de t emed  that 20 percent of the allocations to the agranan sector would correspond to subsistence 
agnculture covenng two percent of the agncultural loans of the CRACs' system 

c Econormc-Financial Situation of the CRACs 

In order to examme the economc-financial performance, a set of ~ndlcators that are commonly used 
in the banking business has been formulated Information is based on financial realities--balance 
sheets and profit and loss statements--of each CRAC Results have been prepared for the penods 
December 1995 and February 1996 and are presented in Table D 3 In order to better Illustrate the 
case, Indexes from comrnerclal banks1* and Cajas Mumc~pales'~ have been used 

* 



Implementation and u b t ' l o n  of market resource capacities--deposits and credit lmes--are evaluated 
for their respective allocations As a group, the CRACs have sigmficantly increased thelr level of 
intermediation from 85 to 96 percent in the penod under study, a t tmng a level supenor to that 
observed by commerc~al banks and the system of Cajas Munmpales Ths could be explained by the 
recent lncorporatlon of these imtiatives, with the capital avalable2' raising the relatively low volume 
of loans, wth the capture of savmgs being slow The CRAC mth the best intermediation IS Cruz de 
Chalpon whde Sefior de Luren has the best index 

(2) Quality of the Portfolio 

The portfoho of a financial ent~ty is composed of loans whch are outstanding and/or delinquent, the 
latter bemg wntten off after the fourth month, including those that are currently in legal collection 
As a group, dehquent loans as a proportion of the total loan portfolio of the CRACs are around 13 
percent, more than those observed in commercial banks and in the system of Cajas Mumclpales If 
the CRACs are grouped as "old" (those in operation before December 1994, of whch there are 9), 
the delinquency index of these nses to 20 percent, while the "new" (the rema~mng 6)  have seen an 
increase in their delinquency rates of 5 percent in December 1995 to 8 percent in February 1996 

Loolung at the CRACs whch are the "oldest", there is 54 percent dehnquency in Tumbay and 45 
percent In Valle RIO Apunmac On the other hand, the lowest rates are m Quillabamba mth one 
percent dehquency, and m Selva Central w th  three percent dehnquency In the "new" cajas, it is 
noteworthy that Mguel Grau had a dehnquency rate of 23 percent m February 1996 

In summary, the quallty of CRAC loan portfohos IS not good, QullIabarnba, Selva Central and, to 
some extent, Del Sur are exceptions to the rule 

It is necessary to generate profits in order to meet the expectations of shareholders to make a return 
on their mvestments As a group, the CRACs demonstrate a decrease of profitability from seven 
percent in December 1995 to four percent in February 1996 The dechne can be explamed by the 
performance of the "old" CRACs, smce they showed a declme from 15 percent to four percent 
between these dates The best performance was in Del Sur with 26 percent and Mantaro wth  14 
percent 

It must be noted that CRACs wth loan collecbon problems--like extreme cases of Tumbay and Valle 
RIO Apunmac--have not been followng necessary provisions so that the losses they incur pull down 
the performance rating of the system in general 



(4) Admmstration 

The qual~ty of admmstration is detemned by loolung at cost management in relation to income, 
folIomg the guldehes that the SBS estabhshes for costs and financ1a.1 lncome 21 Generally, expenses 
were 53 percent of income in December 1995 and 39 percent in February 1996, showng a healthy 
reduction m that tune fiame, urlth the latter representmg a figure lower than that of commercial banks 
and the system of Cajas Mumcipales If only the 9 "old" CRACs are analyzed, expenses were 64 
percent mFebruary 1996, hgher than in December 1995 when they were 58 percent Ths leads us 
to conclude that the Improvement of the figure is due to the Impact of six new CRACs--wth the 
exception of Mguel Grau--even though Cham, Valle RIO Apunmac and Tumbay have difficulties 
resolwng their operational costs through financial intermediation These four CRACs are the only 
ones that showed losses m February 1996 

d Partic~pation in the Market 

The CRACs are authorized to handle time and savmgs deposits fiom the public according to the 
guidelines in the pertment legislation Thls pemts  them to obtiun resources for financial 
intermediation in development of economc activities in their operational areas 22 

In order to measure the rate of involvement in thls market, mformation from the SBS has been 
analyzed accord~ng to the evolution of deposits captured by commercial banks and by each CRAC 
in its respective area In Table D 4 the mvolvement of the CRACs in their areas is shown On the 
whole, ther partlapahon went fiom 1 4 percent in December 1995 to 1 2 percent in February 1996, 
whch demonstrates a shght deche m the h t e d  penetrabon of the sawngs market in splte of the fact 
that, as observed m the same table, savlngs m the places that the CRACs operate have evolved 
favorably in real terms showng an overall expansion m February 1996 mth respect to December 
1995 

R e t u m g  to Table D 4, in spite of the weak penetration Into the sawngs market, the Selva Central 
and Del Sur CRACs are somewhat stronger than others, and have had good financial-economc 
performance as well 

In summary, key elements m the financ~al position of the CRCC Include 

o a relatively low (but rapidly mcreasmg) delinquency rate in the range of 13 percent Ths is 
a "true dehquency rate" as the matutlon does not allow for loan refinancmg The directors 
are cognuant of the problem and are mowng to take steps to bnng the rate down to 5-6 
percent over the near term 24 



a low percentage of habhbes to equity m the form of sav~ngs/deposits Thls appears to have 
been deliberate as other development issues took hgher pnonty in the early months of 
operation The CRCC has developed a savmgs mobilization plan to be Implemented in the 
very near fbture whch Includes a vanety of savlngs options, and paying competitlve rates to 
attract finds 

a low level of loan loss reserves Ths is a problem common to all CRACs The relatively 
smaU slze ofthe mstitutions has caused operating margins to be low since the institutions have 
not yet reached a sEe where they can achleve any reasonable level of economes of scale 
This indicates that the capital base is d~rectly at nsk in the event of loan losses of any 
sigdicant magrutude 25 

loan growth has held up reasonably well even wth the general recession in the economy 

3 Ab111ty to Meet Chent Needs 

Dunng the evaluation process the team vls~ted wth several clients (see Appendix 3) and rewewed 
a senes of loan documents (see Appendur 7) 26 This process included an analysis of the vanous types 
of loans granted by the CRCC, as well as delinquent loans There was near umversal agreement that 
the CRCC was meeting the baslc borrowng needs of its clients, and for many represented their 
pnmary, Ifonly, source of credit There was agreement that the loan officers were effectwe in deahng 
w ~ t h  the clients in the loan supemslon process In add~tion, there was common consensus that 
borrowers would contmue to borrow at the CRCC, and were loolung forward to bemg able to 
increase the~r credit l~rmts as they repay their outstanding loans '' 
There were, however, a senes of issues ralsed concemng problems that were being faced by certain 
borrowers, including 

a slow and sometimes cumbersome loan approval process (the recent reorgamzation is 
designed to make improvements in ths  area), 
very stnct credit terms--including rates slightly hgher than those available fiom local banks 
(for those with potentla1 to access that market)--hgher comssions, very short matunties, 
and no refinancmg of loans, 
a posltwe amtude toward the ability to lncrease outstanding loan balances, but concern wth 
the relat~vely slow rate at whch the limts increase, 
concern that a comrmssion was charged for each loan, whde borrowers were also expected 
to add to ther capital subscnptlon as a cond~t~on of obtamng a loan, 
concern over the unwllingness to make loans wthout a real property guarantee, 
a sigmficant need for loans wth longer matunties, 
the need for more small busmess loans, 
concern wth  the requirement for mandatory techcal assistance, and 
the need for checlng account servlces 



The law requires that CRACs have guarantees (1 e , collateral) for all loans made The CRCC's 
pohcies generally require a real property guarantee wth coverage of 1 5-2 0 trmes the amount of the 
loan made Presently, more than 90 percent of the portfolio is covered by th s  type of guarantee 
whch provldes a degree of "safety" for the institution However, rt can--and we believe it has in the 
case of the CRCC--cause a false sense of secunty for the lendlng process 

In the financial marketplace, use of collateral as a form of protectlon for the financial mstitution is a 
"last resort" 28 The key source of protectlon for the lnstltution IS a well-des~gned loan underwriting 
process ACDI personnel have prowded the CRCC lending staff with a sigmficant amount of hands- 
on tramng m ths  area, however, rt is somethng whch must be reenforced and expanded, pnmanly 
to provlde the staff with a better understanding of the process of determimng the ability to pay out 
of cash flow expected from the operation being financed In a sense, we are dealing wth the "art", 
rather than the "science", of malung good loans 

It is our oplnlon that current procedures whch move quickly to the legal process and do not conslder 
reiinancmg, whle perhaps necessary in a world where a pervasive culture of unwllingness to repay 
loans e m s ,  are not hkely to serve the CRCC well in the long run StaEwdl need to gam expenence 
m determimng when, and under what conditions, rt is appropnate to develop a "work-out plan" for 
a borrower who 1s expenencmg problems, and when to place the loan in collection--with well-defined 
collection procedures In place *' 
The SBS has a loan classification guide in place whch indrcates the type of r e s e m g  whch is 
necessary for loans whch are dehquent GAAP (and s d a r  rnethodologes) requrre that the value 
of an asset found on the balance sheet should reflect its probable market value It would appear that 
t h s  is not the case for CRACs in Peru at the present time The CRCC needs to analyze it's loan 
portfolio and make necessary adjustments (1 e , in the form of an allowance for loan losses) for the 
amount of loans that could reasonably be expected to be charged off Ths amount can be deterrmned 
currently by a careful analysis of the loans in the portfoho, and, in the long run, estimates can be 
denved from hstoncal averages In the current enwronment, any expected charge-offs (in excess of 
reserves) would have to be charged drrectly agmst current earmngs or ultimately mstitutional capital 
Over the long run any changes m the loan losses allowance account would represent a charge (1 e , 
an expense) agmst the earmngs of the current penod Falure to account for expected losses m t h s  
manner causes current earrungs to be overstated and provides an overly optimstic picture of the 
strength of the CRCC Ths, agam, is a situation common among all CRACs 30 

The CRCC is hopekl that rt wdl be able to respond to the demand for more small busmess loans in 
the near hture It has prepared a funding proposal whch u now before the Andean Development 
Corporatron (CAF) whch is designed to facllltate its expansion in t h s  area Ths would allow the 
CRCC to fbrther expand agricultural lendmg and stdl maintain a well-drvers~fied portfolio It wll be 
essenbal that appropnate management and staff personnel of the CRCC receive the trainlng necessary 
to Implement the program m an efficient manner Care should be taken to ensure that the avdabhty 
of these hnds does not cause management to become complacent and reduce savmgs mobil~zatron 
efforts 



4 Relatlonshqs Wrth Key Institutional Partrapants 

The project calls for ACDI and the CRCC to maintam relationshps wth a number of participating 
government agencies and pnvate institutions including MOA, MEF/COFIDE, SBS and ACRAC 
Our analys~s suggests that there are a number of areas where hction occurs below the surface in what 
mght othemse appear to be harmornous worlung relationshps It would appear that the MOA, 
whde c l m g  not to be "dlrectly mformed" about what is occurring at the CRCC, has somewhat of 
a vested Interest in havlng the project be less than completely successfid There is little doubt that 
the process whch led to the formation of the CRACs was "pohtical" m nature, and that the MOA was 
the dnving force m the process Throughout the early stages of development, the MOA was 
instrumental in pronding assistance to groups attempting to form CRACs and still has sipficant 
dxrect contact wth many dxectors and managers There appears to be some concern because the 
CRCC is outside of any effective control by the MOA W l e  there is the claim that the MOA is 
suggestmg that CRACs "must become more mdependent", many of their actlons, including the most 
recent proposal to provide t ra~mg,  suggest a strong des~re to msuntain a degree of dependency on 
the MOA 

MEFICOFIDE is the pnmary provlder of finds to the CRCC in the form of capital under-wnting and 
a h e  of credit to hnd loan portfoho expansion Whlle COFIDE appears wllhng, albeit grudgmgly, 
to provide the hnds required by its contractual relatlonshps, it would appear that it has general 
concerns about the nsluness of Cajas Rurales Funds are somewhat readily available in the current 
enwonment, and wdl be expanded as the FONDEAGRO collection process begins in the near term 
If the CRACs ever expect to become relatively mdependent, they wdl need to develop alternative 
borrowng sources in the pnvate and/or rnternatlonal sector 

The SBS appears to be doing a reasonably good job in the supemsion/exammation process Its 
recent nsit to the CRCC mdxated no senous problems However, it appears that the SBS currently 
does not have the resource base necessary to provlde what is needed in t h s  area in the long run We 
beheve that it is time for the SBS, in conjunction wth  the Cajas Rurales (perhaps wth participation 
by but not dlrectly wth the ACRAC)3' to begin discussions on the development of a set of financial 
parameters akm to the CAMEL system used by financial institut~ons in the Umted States whch can 
provide a measure of financial strength and serve as an "early wamng system" for detecting 
problems ACDI should be a fbll participant in thls process 

The CRCC participates in the activities of the Association, however, there does not appear to be a 
strong hk between the Assoaabon and the project It would appear that the pnmary reason for lack 
of strong t~es is the fact that there is apparent competition between certam aspects of the project and 
the deslres ofthe ACRAC to expand ~ t s  semce offenngs The most obvlous area of competition is 
m the area of t r m g  and techcal assistance In addition, ACDI (as do the members of the project 
team) has senous concerns about the ability of the ACRAC to deliver a vlable software product 



5. Impact of Tltle III Techn~cal Assistance on Participatmg Cajas Rurales 

In late 1994, ACDI prepared a proposal designed to provide techcal  assistance and trairung for the 
dlrectors of eight CRACs Ths program was hnded wth approximately $130,000 wth a duration 
of rune months 32 The basic concerns discussed in the project paper included 

there still was little public confidence m the Cajas Rurales whlch limted the ability to sell 
shares and attract savings/depos~ts, 
the mqonty of dlrectors were agncultural producers or were related directly or indirectly to 
providing servlces to the agncultural sector and had little knowledge of or expenence in 
finance or banlung, 
low levels of capltallzation limted the CRACs' ability to grow since the abihty to obtam 
resources from institutions such as COFIDE was tied d~rectly to capital, 
borrowers had httle expenence in dealing wth market-based credit, 
there was a need to fbrther diversify the credit portfoho to reduce both nsk and the cost of 
granting loans, and 
the Cajas Rurales offered a very limted service package 

The basic components of the proposal were to 

(a) provlde assistance to duectors rn the area of financial admmstration, includmg understandmg 
baslc financial documents and preparation of a budget, 

(b) provlde assistance to the CRACs in prepmng a strategc plan and operat~ng plan, and 

(c) provlde assistance to operating personnel in terms of how to manage a rural financial 
rnstitution and better evaluate loan applications 

The evaluator rewewed ongmal profiles prepared on the participatlng CRACs and also rewewed 
several of the resultmg p l a m g  documents In add~tion, there were meetings wth three tecbcians 
who provided the actual assistance The evaluator also met with directors and management from 
three of the participating CRACs 

The first observation is that the conceptual design of the training and technical assistance program 
was well done It prowded participants with sufficient background information to begin to 
understand the concepts being d~scussed and then prowded a "hands-on" participatory expenence 
whch Mher  enhanced understandrng The t r m g  experiences were well spaced, givlng participants 
time to digest the m a t e d  presented before gomg on to somethng new In addition, mdivlduals 
receivmg mstruction/support were able to have regular contact w t h  those provldmg 
trm9/assistance There was general agreement that the assistance prowded was of hgh quahty and 
of a nature that provided participatlng CRACs wth information that would support their plans for 
growth 33 At the same time, however, on a more profound level, ~f the program ends as planned in 
the near hture, the techcal assistance whlch has been provlded to date is not likely to have the 



desired andlor expected long-term results The reasons for thls d~chotomy include 

o many of the participatmg CRACs have expenenced sigmficant turnover in the composit~on 
of their boards of directors, and there has not been time to develop an instituhonal hstory 
concemng the processes mtroduced, and 

o the material was new to part~cipants and, even wth thls effective tra~nmg techque, it is 
d~fiicult to filly incorporate all the necessary elements the first time through 

To strengthen the probabil~ty of long-term success for the CRACs, we believe that thls program, in 
a modlfied manner, should be contmued for another 12-1 5 months 34 The turnover problem suggests 
that some of the participating CRACs rmght need to have a "revlew of the basics" Our analysis 
suggests that there are several areas where both the CRCC and the other participating CRACs could 
benefit, mcludmg 

o mterrnedlate financial management tools for managers and staff 
- asset/l~ability/cap~tal management 
- liqu~dity management 
- nsk management and fraud control 
- jomt ventures and leasmg 
- foreign exchange 

o cap~tal acquisition and savlngs mobilization 
- developing and marketmg programs to attract new funds 
- types of accounts and consumer preferences 
- legal cons~derat~ons, 

o implementation and modification of strategc plans, and 
o lendmg Issues defined above for the CRCC 

One issue that must be addressed is that the vanous CRACs are at varying stages of development 
An mtial audit wdl need to be performed m order provlde at least a partially customed program for 
each CRAC 

There is another possible consideration in t h s  area There are at least two CRACs that are 
expenencmg si@cant problems of the magmtude that could lead to fdure It would be reasonable 
to begm a d~alogue with the SBS to see to what degree they mght be ufllling to support a "collective 
mtervention" m order to attempt to improve the operatmg charactenstics of these institutions, e~ther 
to lmprove then- financial condltlon to an acceptable level or prepare them for further "work-out" 
efforts andlor mergers, rf necessary 

In any case, ths  ass~stance is of sigmficantly better quahty than those bemg suggested m recent 
proposals prepared by the MOA and the ACRAC Those proposals utilize the traditional semnar 
format whch is 111-sulted for dissermnaQon of ths  type of complex information In addit~on, the cost 
of the programs appears to be dormnated by costly "overhead" expenses whch would duplicate many 
of the expenses currently covered In the core ACDI project 



6. Informat~on System 

The "software problem" is one that IS common to all CRACs, including Cruz de Chalpon The 
o n p a l  system appeared to be generally acceptable untd parhcipants discovered a senes of apparently 
random "ghtches" m system output These problems have made it very difficult to comply wth  SBS 
reporting requirements m a timely manner and do not enhance the publlc image of the CRACs as 
errors are discovered 

As noted above, ACDI's proposal for Title III hnding for techcal assstance was modlfied to 
prowde knds to the MOA for development of a new software system The MOA, in turn, provlded 
a portion of the b d s  to the Association whlch has participated hlly in the development process On 
its face, the political nature of ths  decision suggests the potentlal for senous problems The MOA 
began dealing mth a local software development firm wth  little expenence in financial mstitution 
software The MOA then placed the ACRAC m charge of momtonng software development efforts 

Conversations wth ACRAC personnel mdlcate that the software development effort has two stages 
The first stage includes development of three components (loans, savmgs, products) whch wdl be 
integrated m the final package Each component wdl be tested on a pilot basis as it is developed 
before ~nstalling the system in the rest of the CRACs 36 The second stage 1s designed to create a 
national network for the system wth on-hne access to information in a manner simlar to that of the 
country's banlung system No one was able to provide any cost estimates for operating such a 
network 

7 Analysis of the Impact of Underwriting 

The concept of capital undemting is not umque to ths  project However, appl~cation has proven 
to be very beneficial to the Caja Rural Cruz de Chalpon The underwriting program IS based on an 
agreement between the CRCC and COFlDE to prowde the CRCC wth $1,500,000 in capital ifislon 
m two tranches--$1,000,000 on slgrung the letter of understandmg and an additional $500,000 when 
the first tranche is repad At no tlme wdl COFIDE hold shares in more than a 3 to 1 ratio wth 
respect to the CRCC's own inst~tut~onal capltal The CRCC recelves a dollar denomnated infbsion 
and COFIDE purchases shares in the CRCC denomnated in new soles wth each share havlng a 
nomal  value of 910 00 The CRCC has a penod of three years in whch to sell the COFIDE shares 
to thud parties At the end ofthat penod, any unsold shares must be repurchased by the CRCC The 
finds must be repad to COFIDE in dollars w~ th  money for any shares sold bemg transmtted to 
COFIDE wlthn 48 hours after the shares are purchased by investors 

T h ~ s  capital lnfus~on has provlded the CRCC wth a source of inexpensive hnds wth whch to 
generate needed e m g s ,  and has allowed it fbrther leverage by increasing ~ t s  borrowmg capablllties 
As is noted in the followmg sect~on, we believe that a CRAC wll need a rmrumum cap~tal base of 
$1,500,000 to be vlable m the long run, and to the degree that the CRCC IS able to sell these shares, 
it wll have reached a rmmmal level of capltal adequacy To date the CRCC has been able to sell 
approximately 33 percent ofthe outstandmg shares and is irutiating an extenswe marketing program 



usmg an outside broker for support deslgned to sell the remarung shares It would appear that t h s  
plan has a very lugh probability of success 

Thus, it would appear that the CRCC has a component that is repllcable The MOA and COFIDE 
are ready to allow the CRACs to collect the dehnquent FONDEAGRO loan portfoho One key 
element of ths  program is to provlde hnds to expand the undenvnting program to add~tlonal 
CRACs Two points of cautlon should be introduced relative to t h s  approach 

Fmt, most CRACs see the positive aspect associated wth  the ability to obtam additional resources 
to expand ther lendmg They are somewhat less concerned about the problem whch will mse lf they 
f d  to sell the COFIDE shares to thlrd parties At the end of the three-year penod, ~f there are unsold 
shares, the CRAC will, in effect, have to decapitalize, and most likely be forced to reduce ~ t s  loan 
portfolio to obtam the funds necessary to repay COFIDE 37 

Second, there is an element of potentlal forelgn exchange nsk The CRCC has dealt with t h s  issue 
m an interestmg fahon New investors are required to pay a premium for thelr shares based on the 
difference between the exchange rate at the date of onginal issue and the current exchange rate 38 

There is a porbon of the exchange rate nsk that appears to reman uncovered The degree to whch 
there is a problem wdl depend on the portfoho structure of the CRAC At th s  pomt, it would appear 
llttle attention has been pad to t h s  problem 39 

The key nsk associated wth the undemtmg program is that a CRAC may not be able to sell shares 
m an amount sufficient to repay COFIDE Thus, it is crucial that each CRAC assess market potentlal 
for the sale of shares before it agrees to participate in the program 

The bankmg system in Chclayo IS very dynamc Events over the last five years have created an 
enwonment where banks are respondmg to pressure resulting from hgher costs for fimds, increased 
foreign competibon, large borrowers havmg drect access to financial markets, and increased pressure 
on margins One result of these changes is that banks are becomng more competitive m the 
agricultural sector In the Chlclayo regon, banks are lendmg to fanners who have title to 20 hectares 
of land (and in special cases, 10 hectares planted m sugar cane) They are also lending to feedlot 
operations wth between 60-400 head of cattle For some borrowers they are financmg 50 percent 
of the purchase pnce of land, and in some cases provldmg techcal  assistance (supported by 
mternabond h d m g )  It is clear that they are prowding semces to a group of producers that mght 
have been expected to be among the best customers of the CRCC 

Banks are also mountmg an aggressive program to capture savlngs, both in Chclayo and in outlylng 
areas where they have branch offices Gwen the image problems discussed elsewhere, t h s  w11 make 
it more d~ficult for the CRCC to be successfbl in ~ t s  savmgs mobilization efforts--except in those 
areas where there is little or no bank presence (e g , m Jaen) 



9 Long-Term V~ab~lrty of the Caja Rural Cruz de ChaIpon 

The question of self-sufficiency has several components The term itself can deal wth a matter of 
degree Presently, the CRCC is able to generate positive e m n g s  and cover the cost of hnds and 
general operating expenses It is not, however, buddmg reserves m an adequate fashon, nor is it 
paymg a bwdend to owners Thls is not unexpected for an lnstitut~on that has been operatmg for less 
than a year Key elements whch are causmg problems for the CRCC are generally common to all 
CRACs, including 

o operating expenses are a very hgh percentage of eamngs Thls is a function of scale In 
addition, the lending process has been relatively mefficient 

o a very low level of relatively low-cost savmgs/deposits as a percentage of total liabilities 40 

o net m g s  are msufficient to create an adequate level of reserves, or to absorb creation of 
a mmmal allowance for loan losses 

We believe that the issue of financial self-sufficiency can be addressed by analyzing the question of 
capital adequacy Under the law, the mmmum capital requirement for a Caja Rural is $500,000 
Analys~s indicates that thls level of cap~tal, given reasonable assumptions as to leverage, operating 
expenses and lnterest rates, 1s msufficient for a CRAC to attain self-sufficiency in the long run The 
analysis found m Appendx 8 mdicates that wth a capital base of $17500,000 a CRAC should be able 
to attain a level of earrungs sufficient to cover expected expenses (mcluding loan charge-off), pay 
market interest rates for deposits, pay a reasonable divldend on invested capital, build loan loss 
reserves, and make some additions to retamed e m g s  The analysis hrther Indicates that w th  a 
capital base of $2,000,000, reasonably well-managed CRACs would have no problem m belng self- 
sufficient, even under the broadest defimtion of the concept 

There are other more intangible factors whch also point to a hlgh probability of long-term self- 
sufficiency for the CRCC, including 

its success at introducing market disciplines into the lending process in target groups whch 
have been defined as one of the most difficult m the country with respect to traditional 
behavior of expecting the government to eventually "nationalize" their debt 41 

introducmg the discipline of market-based interest rates for loans and savmgs 42 

the abhty to partsapate m the FONDEAGRO program whlch w11 provide additional income 
m the short run and g m  slulls m collecting bad loans whch wlll serve the CRCC well in the 
long run 
developmg a management team that is close to being able to effectively and efficiently dehver 
the basic semce package 
hmng an internal auditor 
creating a pool of very satisfied borrowers . 



10 Desirable Changes to the Caja Rural Law 

The current law has several h t a t i ons  whxh ~ rhb l t  the abihty of the CRAC system to develop in a 
ratlonal manner Key among the issues rased are 

Geographx Limitations - The law allows a CRAC to only serve one department m the 
country, much akm to the state banlung laws rn the Umted States Ths limtahon is based on 
outdated t b g  and does not reflect the regonal "business relationshps" and transportation 
patterns The SBS has been reasonably fiee in granting limted exceptions to the rule, but the 
system would be better served f the law more closely reflected reality and allowed institutions 
to serve contiguous areas that had demonstrated potential and were not being served by 
another CRAC [Ths lmtation created a situation where several CRACs were left in a 
position of not being able to develop an adequate capital base or to develop the necessary 
scale for efficient operations ] 

Five Percent Lending Llrn~t - The law limts a CRAC to make no single loan in excess of 
five percent of its own capital Ths is an artificial constrant that makes ~t next to impossible 
for the CRAC to make agn-busmess or ago-industry loans, 1 e , relatively larger loans whlch 
are sipficantly less costly to make and process We believe that a limt of 10 percent of 
capital would be more appropnate 

Fifteen Percent Ownersh~p L~mi t  - Changmg ths  provision would have the hkellhood of 
hndamentally changng the charactenstics of the CRACs, creating the strong possibdity of 
individual control and brmgmg wth it moral hazard questions (currently exlsting m some 
CRACs--e g , insider lendmg) and placrng current investors m a dmdvantaged position Most 
large rnvestments to date appear to have been made as much for a "quasi-social purpose" or 
to support improvmg the capabllltles of firms and farmers whch supply the investors We 
beheve that ths  section of the law should not be changed 

E ANALYSIS O F  THE CBES 

1. Organuatlonal Profile 

In order to obtam a profile of the orgmzatlons established by TNS, four cntena were used 

a Farm Size In general, producers assisted by TNS are mcro and small wth 
average f m  sizes of seven hectares in Jequetepeque, sur hectares in Motupe, and three hectares in 
Olmos 

b Crops In Jequetepeque annual crops domate (legumes, corn and vegetables), in Motupe * 

crops are mured among annuals (legumes and corn) and peremals (mangoes), and in Olmos the crop 
is peremal (lemons) 



c Legal - Status ofthe Land In Jequetepeque there is a mxture of land ownership (of whch 
20 percent is not registered), divded between pnvate ownershp and communally-held land In 
Motupe the producers are land owners but not subject to credit because of pnor outstanding loans 
In Olrnos lands are commonly held wth no pnvate property As a result, groups served by TNS are 
not able to offer any real guarantees 

d Or~anmtion In general, all of these institutions are very young, havlng been created by 
TNS The oldest ones (imt~ated in 1994) are in the Motupe valley At the other extreme are the 
orgamzations in Olmos, of whlch three of the five groups have yet to be accredited 

It could be concluded that these orgamzations are not econormcally viable even wth the techcal  
assistance provided by TNS The groups orgmzed wth the partic~pation of TNS are not currently 
economc agents withn their own areas of operation 

2 TNS Experiences wlth Cruz de ChaIpon Credrt 

The case of "El Arrozal" is indicative of the situation Ths group was the only one of three in 
Motupe that presented a credit application to the CRCC (in September 1995) The request was 
rejected, however, because the group was listed as hgh nsk by the FONDEAGRO program whch 
blocked its approval in the financial system, including the CRACs 

Table E 1 m Appendx 6 shows the sequence of each of the apphcabons presented to the CRCC The 
followng is a summary of thls process and the results 

a Virgen de Las Mercedes !Olmos) 

An application for lemon production was made on February 15, 1996, and approved on Apnl25, 
1996 In t h s  70-day process the CRCC exammed the nsk related to the age of the plantat~ons (15 
years), the effects of diseases, and the just&ation of the credit (to Increase production to 15 MT per 
hectare and improve the quality of the product) The CRCC decided to finance only 21 hectares 
instead of the requested 33 hectares The credit was approved for $47,301, of whch the first 
installment ($17,496) was disbursed on May 15 

b San Franc~sco !Olmos) 

An apphcation for lemon production was made on February 23, 1996, and demed on June 7, 1996 
Accordmg to document 417 of the CRCC, the request was rejected because " the necessary 
requirements to receive credit fiom the CRCC were not met " Whde the problems were simlar to 
those m Virgen de Las Mercedes, the fundamental reasons were lack of irrigation water and the weak 
orgaruzation of the group 

* 



c Virgen de La Puerta !Olmos) 

An apphcat~on for lemon production was made on February 23, 1996, and demed on June 7, 1996 
Although the case was slmlar to that of San Francisco, the admmstrative cost of the small loan 
requested ($6,885) was a deterrmmg factor m demal 

d Chaman-San Gregono (Jeauetepeaue) 

An initla1 apphcation for cowpea product~on was made on September 9, 1995, and approved on 
October 24,1995 The group then deched the credrt, slnce had they planted m NovemberDecember 
when the credit became available, they would have been planting m ramy season, malung success 
queaonable On December 22, 1995, the application was renewed and was approved on February 
16, 1996 The amount was rncreased to $40,250 for plantmg of 57 5 hectares of cowpeas, of whch 
only 30 5 hectares had been planted as of June 6 

In the case of the fist apphcation, the rnappropnate tmng  of the credit was not due to lack of timely 
processmg on the part of the CRCC, since the time elapsed (34 days) was less than the average for 
processmg (36 days) If TNS had accelerated the process of submtting the appllcatlon to the CRCC, 
results mght have been different 

In the second application--whch is the one currently approved--the processmg time of 56 days was 
due to delays wth  the CRCC and the group itself The CRCC is still refimng ~ t s  requirements, and 
the group needed to rewnte the contract due to the wthdrawal of some producers from its 
association 

e Pacanga (Jeauetepeaue) 

The applicabon for dry bean produmon was made on February 13, 1996, and demed on February 19, 
1996 The demal was based on the large amount of credit bemg requested ($87,000) for a small 
number of growers (seven), wthout havlng been provlded the necessary guarantees4', also, one of 
the participants was listed in the hlgh-nsk category at the FONDEAGRO program 

f San Jose de Moro (Jeauetepeaue) 

The apphcanon for dry bean production was made on January 1, 1996, and although no official reply 
has yet been gwen, it appears to have no kture 46 It IS assumed that the group has abandoned the 
request since the planting season has already passed 

3 Pol~c~es  of the CRCC 

From the begimng there was c o d c t  between the groups created by TNS and the perceived 
"msensitivlty" of the CRCC At the moment of inception of the agreement (October 1993), the legal 
h e w o r k  that guded the authorization and fhnaomg of the CRACs already exlsted--Decreto Ley 



25612 Guidehes for Cajas Rurales issued on January 8, 1992 Chapter X of these guidelines points 
out the followng 

Art 38 - "The principle and rnterest of the loans that the Cajas Rurales make, whatever their 
pature and size, should be protected by real and personal guarantees, and in the latter case 
should be made mthout exclusive nghts m the case of multiple signatures or guarantors (our 
underhmng) 

Guarantees that may be accepted are the followmg (in descending order of importance) 
mortgage on rural property, mortgage on urban property, letter of guarantee from a bank, 
warrant or certificate of products in storage, negotiable paper, certificate of deposit or 
treasury bond, tradable goods, agricultural products, and personal signature " 

As can be seen, TNS did not know the conditions of the credlt that would be adrmrustered by the 
CRCC smce, wth the exception of the Motupe groups, its plan was budt around small farmers whose 
common denommator was lack of pnvate property whch is the pnmary form of guarantee as 
specified in the law 

The busmess of the CRCC is that of hanaal mtermedlation, whlch mphes the abibty to receive knds 
and distnbute them m the form of loans Therefore, among the cntena stipulated by the SBS are the 
guidelines for credit prowded by the CRCC, m whch the policies and procedures for lending and 
administration of loans are Ia~d out Undoubtedly, TNS did not know these guidelines related to 
loans, therefore, it would seem that ACDI as promotional body for the CRCC dld not cornmurucate 
t h s  fact to TNS 

In summary, at first there was a lack of knowledge of the restrictions of the CRCC, later 
cornmumcations between ACDVCRCC and TNS fded It is possible that if the legal framework had 
been cons~dered mtially, the agreement reached m 1993 would have included the specific component 
of titled lands, and TNS would likely have been more demanding in its selection of credit groups 

The second point TNS works w th  groups, however, the CRCC makes loans to rndivlduals '&s 
happens because the associabons estabhshed by TNS do not have sufficient expenence nor could they 
demonstrate a capaclty for orgmzation, production and marketing m so far as they were dependent 
on TNS techcal  assistance In these cases the CRCC could ignore the need for real group 
guarantees and use personal assets that guarantee loans up to a maxunum of 10 percent of the 
portfolio (Art 24 of the credit guidelines) It is in ths  context that the loan to V~rgen de Las 
Mercedes was approved, whle also establishmg a lirmt m t h  whch to deny other unsecured group 
loansa, srnce the CRCC could be overexposed and have to incur addit~onal costs to cover potential 
loan losses 

The thlrd point centers on financial costs4' and the operation of the CRCC In the first case, to 
mmnuze nsks the CRCC holds a guarantee hnd  equivalent to 20 percent of the loan value whch is 
a surcharge to the borrower, smce th s  amount not avsulable until the debt obligation is cancelled 



On the other hand, the CRCC manages the same number of accounts as the number of borrowers 
whch make up the group Thus, in Virgen de Las Mercedes, the number is 17, and m Chaman 15, 
thereby rasmg operating costs of admrustenng the portfolio 

As a fourth pomt we wsh to consider the accompanying requirements for credit apphcation In the 
case of indiwdual loans, whch the group guarantees internally, the one who holds the account 
assumes the contract obhgations In the event of fadure to meet those obligations, the CRCC would 
exercise the use of the guarantees, a6ectrng the patrimony of the group For thls reason the guarantor 
must co-sign the credit contract Ths  procedure, whch was not followed in the case of the first 
credit approval for Chaman, was rncorporated mto the second approval as a ex-post  fact^ addendum, 
once the group was notlfied of thls requirement, whch TNS and the group understood as "guidelme 
adjustments" 50 The CRCC is wthout doubt responsible for the omssion, in splte of the fact that the 
amended procedure is correct and legally necessary 

4 Impact of TNS Technical Assistance 

To begm wth, we must make two clmfications Techcal assistance is understood as the 
combination of acquired and tested knowledge and abihties applied to economc processes Thls 
includes a whole range of components the optimal use of production factors, management of 
technical resources and orgwation, financial leveragmg, and market participation We wll now 
cons~der the impact of these credit resources made available by the Caja Rural Cruz de Chalpon 

a Cred~t Access 

TNS planned to establish SIX credit groups to be financed by the CRCC in three years In the above 
sections we have analyzed the hmtmg factors that have resulted in only two of the groups being 
financed The indicators of the impact are seen in Table E 2 

Financing prowded in the Chaman and Virgen de las Mercedes valleys included both peremal and 
annual mtercropped plantmgs As a result ofthe ACDI-TNS project, these two groups have received 
both credit and techcal  assistance (by TNS) which pemts  the correct admmstration of accounts 
related to input and labor requirements, thereby facilitating the achevement of the projected 
production goals 1,500 kdos of cowpeas and 15 MT of lemons per hectare A growth of 87 percent 
and 50 percent, respectively, is projected 

Increases in productiwty result in a better quality product whch is more competitive In the 
marketplace In the case of cowpeas, the export market is accessed, whle in the case of lemons, the 
market is restructured to more effectively meet the demands of the internal market 

In terms of a b h e s  acqulred by producers, there is a qualitative aspect which links, for the first tune, 
commercial credit wth techcal assistance and marketing Thls model differs fiom that of the BAP 
whch had financed these groups in the past 



b Market Participation and Income Increases 

The results of the linlung tech~cal and financial ass~stance can be seen in two ways a product of 
hgher qual~ty recogmzed by exporters, and subsequently, a better pnce m the marketplace 

With respect to marketmg, purchase agreements of local exportmg groups take mto account product 
quahty The strategy of TNS is that of associated marketing sales m the field with a certified balance 
and payment upon receipt As a negotlatlon tool, a regster of fau market pnces 1s mantaned (e g , 
the Mochoqueque market m Chclayo) so that at the moment of contractmg a sale, wholesale pnces 
are used as a pomt of reference Traditionally, the growers hnctioned independently and negotiated 
mdmdually wth exporters who "swept" the area wth lower product quality standards but also w~th 
lower pnces and often wth maccurate we~glung dewses Ths, of course, resulted m lower mcome 
for the growers Information found in Table E 2 provldes an idea of the market pnces of cowpeas 

With respect to mcome, Table E 2 shows the results of the cultivation of one hectare of cowpeas in 
the Motupe and Jequetepeque valleys We wll elaborate on the case of Motupe when we examme 
the involvement of the Fondo Contravalor Peru Canada 

W~th respect to Jequetepeque, whch received financmg from the CRCC, we conclude that 

o The producer obtamed in one yea? a net gam of $236 per hectare 
o The relative gam of marketing wth the exporter using the associative model is 17 percent 

better than indlvldually through the intermediary 

(11) Lemons 

The Impact of the CRCC financing on rnarketmg IS expressed m the moddication of the structure of 
fresh produce sales The relationshp changed from a 30170 ratio in fresh/ factory to a 70130 ratio 
Techcal assistance in growng and improvements in post-harvest handhng by select~on of the best 
lemons is the basis for th s  improvement 

In Olmos, PRONSA is the pmclpal mechmsrn for establishmg pnces in the fresh produce market 
Over the last two years, the company has exported 85 tons of lemon oil extract and 680 tons of 
dehydrated peels annually PROFUSA needs 24,000 tons of fresh produce, whch represents 32 
percent of total lemon production of the Lambayeque valleys, and almost 80 percent m the case of 
Olmos This domnance in the raw goods market has led to a situation in whlch many growers, 
because of a secure market, have not mamtained hgh product quahty 

With respect to income, information in Table E 3 suggests that 

o The producer with medium technological as a result of financmg and the projected 



level of quality improvement would obtam a net gain of $8 12 per hectare per year 
o If productmn would declme by 10 percent for some external reason, the producer would 

still obtam a net gan of $4 19 per hectare 

We would expect that when the producer considers the advantages of associated marketing and 
mcrease of product quality, better pnces and hgher gains, he would choose to abandon the more 
tradlt~~nal management m favor of the newer busmess apprsach 

5 Capaclty of the CBEs to Use Technical Assistance Effectively 

The project fundamentally provldes techcal assistance to orgamzed growers The followmg 
illustrates the impact on production and management of resources 

a Techcal Assistance in Production 

According to the project des~gn, TNS should provlde techcal  assistance to the grower based on 
research undertaken by TNS A proposal for production assistance has been made according to the 
needs of each valley This is explained in Tables E 4 to E 6 

Ths crop has been promoted m the Motupe and Jequetepeque valleys In Motupe the crop is mter- 
planted wth mangoes, wMe in Jequetepeque if: is to provide an alternative to the large number of 
bean vanetles (up to seven) In both, the effort IS to establ~sh an export ethos for the growers 

In both valleys the traditional crop is beans, however, one difference may be observed as a result of 
the Fondo Contravalor Peru Canada project Jequetepeque has better growng conditions than 
Motupe In Motupe there is a lack of water and the lowlands are s h e ,  such that crops wth  short 
g r o m g  seasons and superficial roots are not tolerant of these conditions For t h s  reason TNS has 
decided to mcorporate hard yellow corn and pole beans in Motupe Also, the productivity observed 
m Motupe has ranged from 600 to 800 lulos per hectare due to the above reasons It is est~mated that 
as Chaman b e p s  to harvest m md-June, yelds will be sver 1,200 hlos per hectare At any rate9 the 
cornpanson of the two valleys wll gwe an adequate base to analyze the technology proposed 

Table E 4 presents the proposed techque, and detads the difference in respect to traditional 
techniques The harvest m Chaman IS outstandmg In our wslt dunng the first week of June, the 
producers clearly acknowledged the advantages of unproved technology 

(11) Lemons 

With respect to lemons, whlch are wdespread in Olmos, the techcal  proposal applied in Vugen de * 

Las Mercedes contemplates the appropnate management of pru~mg-fertilization-imgation-disease 
control-post harvest 



The difference from traditional management is observed in ylelds and quality improvement of the 
techmques proposed In Table E 5, the work is systematized by technological levels An Important 
point to h~ghlight IS the application of new post-harvest techntques TNS has seen fit to acqulre 
selection tables at a low cost, in order to establish stocks accordmg to quality whch would prevent 
detenoration of the h i t  

With respect to mangoes, the treatment of mango plantations already in existence--of the Hayden and 
Kent vaneties--gives emphasis to thelr prumg, fertlllzation and mgation (apphcable especially m 
1994 and part of 1995), as well as mstallation of new plantations m association wth beans whch are 
planned m the Fondo Contravalor Peru Canada project 

The techcal proposal suggests the incorporation of new vaneties (Kent and Tommy Atluns) that 
are more resistant to transport m order to market them in Europe and Canada The combination of 
mangoedbeans 1s a long-term plan, as the mtial mango harvest would be realized in three years, wth 
10 percent of the maxlmum eventual capacity, and the growers have adopted the slogan, "legumes 
pay for mangoes " In Table E 6 the result of the techcal proposal for mangoes is presented 

In the vlsits to the beneficiary orgamatlon, it was observed that in the groups Virgen de Las 
Mercedes, Charnan, Motupe, El Arrozal and Tongorrape, there is a TNS techcian in charge who 
works drrectly m extensron activities The methodology is to undertake tranlng of groups of 
producers m demonstration s~tes, and to momtor agricultural amvmes and rmplement the input supply 
plan m accordance wth the biologxal cycle of the crop The Motupe groups are more advanced m 
the assdabon of techques Even among the groups who have received financing from the CRCC, 
the appreciation is positive This opimon 1s shared by the Director of the Caja Rural m reference to 
the V~rgen de Las Mercedes group in respect to their orgamzation for the techntcal assistance, and 
m reference to Chaman in the quality of their product 

b Techcal Assistance to CBE Orgamzation~ 

Orgamzat~on of growers fachtates delivery of techcal assistance However, m order for t h s  to 
function adequately there must be a system of regstration, control and admmstration of resources 
that fachtates the production cycle (money, matenals, seed) and orgamzes the results (obligations 
and product) 

In the project area, it has been observed that the five financed groups (two of them fiom the CRCC) 
have a m u m  management structure, however, there are certam umque features that are Important 
to highlight 

The group wth a degree of "self-d~rection" is that of Virgen de Las Mercedes which, by mutual 
agreement, has named an admmstrator for the project Two-thlrds of her salary is pad by the 



producers and one-thrd by TNS In the Motupe groups there 1s a centralzed admstration whch 
1s possible due to the close proxlmty of the three groups Management is handled by an employee 
of TNS based in the distnct capital In Chaman, as in Motupe, admstration is handled by an 
employee of TNS who is located in the city of Chepen 

In all three cases, the common elements are 

Through the board or the counc~l of pres~dents of Motupe, the group partlc~pates w th  the 
adrmmstrator and the TNS techclan in the decision-malung process The association 
participates directly in agreements on purchases and sales 

Access to mputs by the producer is approved by the group's extenslorust in accordance ulth 
the techcal plan Only with h s  approval can the producer request the necessary resources 
from the TNS admmstrator 

Dehvery of matenals or money to the producer is recorded on an ind~vldual account All of 
the beneficiaries--whether they be of the CRCC or the Fondo Contravalor--have their own 
account on whch then- personal debt 1s calculated 

Sales are agreed upon Once marketing is completed, the producer pays part of the debt 

A general assembly of members is periodically convened when the board deems ~t necessary, 
o r  when the circumstances requrre it 

6 Other F~nancmg Sources Before the CRCC 

Before October 1995 TNS was able to obtam fbndmg for two of its activities FIJESA in cotton 
produrnon m one sector of the Comumdad Campesma de Chepen m 1994 and the Fondo Contravalor 
Peru Canada m mango and bean production m Motupe m January 1995 The first expenence was 
descnbed earlier m Section C 2, the second is discussed below 

During the second quarter of 1994, TNS presented to the Fondo Contravalor Peru Canada a 
proposal entitled "Mangoes and Beans for Export A Pilot Project for the Development of Rural 
Motupe " l k s  mhative was drected to the Fondo smce the effort to establrsh a permanent crop such 
as mangoes in Motupe was not one of the pnonties of any local financial institution nor was the 
CRCC m a position to prowde h c m g  smce it was m the imtial stages of orgamzatlon The onginal 
proposal was to mstall300 hectares of mangoes for export and 300 hectares of beans The amount 
of credit requested fiom the Fondo was $291,579 The agreement between TNS and the Fondo was 
signed for $216,009, of whch $208,009 were to be repad The plan included matenals, seeds and 
machmery, but did not include labor costs 



As of the first week of June, TNS had acheved the followg (see Table E 7) 

o A total of 159 hectares of cowpeas planted m three plantmgs, 30 hectares of hard yellow corn 
and 63 hectares of mangoes 

o Commercial production was 57 tons of cowpeas m the first two harvests and 22 tons of corn 
m the first harvest 

o Productimty levels were 750 lulos per hectare of cowpeas and 4,400 lulos per hectare of 
corn 

Untd the tune of the evaluation, the producers of the three associations had used $76,687, of whch 
$27,262 had been repad, whch left an outstandmg balance of $51,425, as shown m Table E 8 The 
average estlrnated investment per hectare is $280 for cowpeas, $346 for corn, and $377 for 
mang~e$~  (see Table E 9) 

In carrying out the project, some ddEculties encountered have modified the ongmal goals Cowpeas 
have had a low level of productivity (750 kglha) The principal reason for ths  low yleld was the 
wdely fluctuat~ng temperatures from October to January and an unusual water shortage Normally 
the water supply is able to reduce the effects of h~gh temperatures Upon discovering a hgh level of 
sal~mty in the areas selected for bean plantmg (the lowlands of Motupe and El Arrozal), TNS was 
obliged to substitute hard yellow corn in these areas 

In addtlon, the mstallation of mangoes has proceeded slowly, of the projected 300 hectares, only 63 
have been mstalled Ths is due to the fact that Fundacion Hualtaco m Piura (the promder of root 
stock) did not make deliveries according to the tunehe of the plan, thereby affectmg plantmgs 

The project provlded credit to 57 producers who belonged to the three associations Of these, 33 
have installed mango plantmgs The feasibhty of the mstallation of one hectare of mangoes has been 
evaluated m Table E 11 For an investment of $1,028 m the first year and mamtenance through the 
second year wthout the benefit of a harvest, and wth a crop that reaches its full production potential 
m the tenth year, the grower wdl realize a return of 23 4 percent, hlgher than the rate of interest that 
he must pay on credit In thls framework mango is a mable crop In five different scenarios, each 
wth a variety of posslble restrictions, the crop m5~l~1tam.s its mability wth a return hgher than the rate 
of interest on the investment, thereby demonstratmg the profitability of the plan 

The mter-cropping of mangoes and beans has been discussed in Section 5 above The appreciation 
of the growers--especially in El Arrozal where they are most affected--is good, and there is good 
support for the project 

The Fondo Contravalor Peru Canada is of a simlar mnd 53 In spite of the difficulties m the premous - 
season, the Fondo considers that "the proposed techmque is good" It shares the idea of "beans pay 
for mangoes," although the Fondo indicates that beans prowde mmmum profit whle mangoes 



provlde maxlmum profit The Fondo considers the progress of the project to be very adequate It 
has proposed that, given the lack of accessible water, the Fondo could advance fbnding to TNS for 
the followng year with the goal of rehabilitating the water sources 

7 Analysis of Cred~ t  Cond~tions of the CRCC 

In the second section of t h s  chapter, the policies of the CRCC and their relationshp wth  the TNS 
directive were exarmned We wdl now evaluate three conditions opportumty, cost and marketing 

Of the two approved contracts, that of Virgen de Las Mercedes has not proved fiuitfi~l The 70-day 
delay m secunng the credit meant that the MarcWApnl dsbursement was not made, resulting in lower 
product~on Whde factors m both parties contnbuted to thts situation, we feel that the CRCC should 
evaluate the Impact on production and repayment capabilities 

As to the cost of the credit itself, the method of calculation is presented in Table E 4 If we 
consolidate financial costs I (flat comrmssion plus interest) and I1 (cost of the guarantee hnd) of 
dollar loans, we can conclude that the financial cost to the producer reached 43 percent annually at 
the upper extreme, and 23 7 percent at the mimmum However, as of t h s  evaluation there exlsts 
neither a part~al nor a total cancellation of the credit, and thus the above figures are estimates whch 
need to be vahdated upon total cancellation The projected cost is quite hgh, especially as it relates 
to the impact on the farmer's cash flow The greatest contnbutor to the hgh cost is the guarantee 
find needed to cover the credit nsks that are not backed by real guarantees 

Another aspect is the cost that the borrower, whatever h s  situation, must mcur by havlng to acquire 
shares equivalent to five percent of the approved loan From the pomt of vlew of the CRCC ths  
approach is justified in that t h s  is a mechmsm to facihtate compliance w th  the undenvntmg 
agreement repayments until July 1998 In spite of the rational~ty of t h s  process, in practlce the 
producer received only 75 percent of the loan at the begmng (20 percent for a guarantee and 5 
percent for share purchase are held back), reducing avadable financing (as in the case of Charnan) to 
cover costs 

Ln reference to other sources of financing that the producer can access, the most onerous cred~t is that 
which cannot be obtained In normal financial transactions m the rural environment, there are 
informal channels that can be accessed for crops such as beans Accordmg to the growers, it 1s 
common to access these resources to partially finance a crop, in t h s  case, the labor costs The 
Interest rate is 12 percent monthly (m nat~onal currency), whch is equivalent to 289 percent annually, 
or 1 6 times greater than even the htghest extreme of CRCC credit 

There are three specific areas relating to the relationshp between TNS (and their CBEs) and the 
v 

CRCC whch need to be noted The first is m reference to the viability of the project in respect to the 
competitive access of the producers to the financial market The analysis carned out suggests that 



in credit terms, the farmer has a structural weakness in accessing financial baclung in a continuous 
manner The lack of real guarantees54 is, and wll continue to be, a bottleneck for Jequetepeque and 
Olmos where land is held communally, whch comphcates the legal processes Although the land law 
was published on January 10, 1996, its guidelines have yet to be issued According to the law, the 
establrshed procedure can be expedited as long as no confl~ct anses among the members of the 
commwty Even so, the marlang of indlvldual plots and land measurement and regstration require 
expenditures that each grower must undertake ss 

If wlthin the next 12 months, these communal lands do not become registered as individual 
propemes, whether for lack of guidehes or legal costs, the CRCC pollcy could require another type 
of personal guarantee Herm follows the second point, m reference to the rational disposition of the 
CRCC to continue to finance this type of loan 

We would hke to clearly state that the CRCC is w thn  its nghts to set the conditions whch it deems 
necessary to guarantee its financial stabhty and economc vlabllity Once the imtial contract with 
TNS IS completed, the CRCC mll not finance new routx,  nor is ~t certain that ~t w111 continue to 
finance those alreadv borrowng: from the CRCC Ths is based on the followmg two reasons 

o In accordance wth cntena established in the credit guidelines and the contingencies that 
assume "flexible guarantees," the ceiling of 10 percent of the portfolio avadable for loans 
without real guarantees wd1 be covered by local urban borrowers In the month of June, the 
CRCC has aggressively sought deposits ffom the market as part of its strategy to gam a 
posihon for Itself The rmddle class population of Chclayo, whch has a savmgs potential and 
a need for credit, wll see the CRCC as an instrument for financ~al leverage Ths client base 
offers a lower nsk for the CRCC because of its location, culture, and more dependable 
guarantees that they have to offer It mll be necessary to measure the impact of bnngmg the 
Jaen locality into the CRCC, as its rural market would offer the advantage of a more 
dependable crop (coffee) and, based on the expenence of the Caja Rural Selva Central, one 
that attracts financial baclung 

o Although presently the CRCC IS healthy, it is hkely that, since dunng the first rune months 
dehquency is at 13 percent (corresponding to four borrowers), t h s  rate is likely to increase 
once the loans gven in the prevlous penod mature, whlch demonstrates the need for the 
admstration to tlghten up ~ t s  loan q u ~ c a t ~ o n s  and admstration Ths  can be understood 
as a tightemng of the credit policy whch could conflict wth  the expectations of the 
producers 

A third pomt consists of the relatlonshp between efforts expended by TNS m the techcal  
production and the results expected and obtamed through the credit provision We are left wth  the 
queaon of the possible outcome m the Motupe association financed by the Fondo Contravalor Peru 
Canada whch will temnate in 1998 As explaned earher, only in the mnth year wlll mangoes * 

produce a harvest that w11 have a return hgher than the Interest rate (opportumty cost) A top 
pnonty for TNS w11 be to enter Into projects after 1999 that are not hgh-nsk m terms of capital 



invested Without some modification in the internal ~rngation ifrastructure, whlch implies more 
capital mvestment, c h a b c  conditions could lower the profitability of cowpeas whch was supposed 
to pay for the mango plantmgs In the meantime, wthout the possibihy of retumng to the CRCC, 
when the growers are on the hlgh-nsk l~st at FONDEAGRO, they are left wthout the possibility of 
obtanmg loans from the financial system 

lfcredit h e s  for production practxes are not kept open, the Jequetepeque and Olmos valley projects 
wdl collapse, and the possrbhty of mamtamng a hgh quality product, whch is the sustamable future 
of these groups, is ellmnated 

F CONCLUSIONS AND RECOMMENDATIONS 

1 Conclusions 

The basic premise of ths  evaluation creates the basrs for a number of recommendations whch w11 
be found below Thls evaluation is supposed to be a md-term evaluation of a three-year project, yet 
there are less than four months remiumng In the project This time frame rmsmatch ralses a number 
of pomts Flrst, the project was based on the premse that all approvals necessary for the creation of 
the CRCC would be granted wthm 3-6 months following the nutlation of the project When th s  
faded to matenahze, the project became bifkrcated 

The TechnoServe component of the project took on a l~fe of its own, albeit wth  little imtial success 
due to the fdure of proper management oversight by the TechnoServe project leader TechnoServe 
was attempting to work wth groups of fanners as detaded by the work plan, yet there was no 
financial institution to promde the necessary credit Technoserve then looked for and was able to 
find alternative sources of cred~t for one project, creating the first of many disjunctures wth the basic 
project plan What is not clear from a practical conceptual basis is why the two project components 
were not both onginally assigned to ACDI TechnoServe was continuing to operate (knding was 
avadable), but their actions were doing httle to support the basic tasks of the project 

There are obviously problems between ACDI and TechnoServe m the current project The evaluation 
team believes that the level and type of assistance currently being provlded by TechnoServe is sound 
The level of assistance has sigmficantly improved compared to that whch was being offered earlier 
in the project The assistance being promded to the groups receiving loans is positive As valuable 
as these servlces rmght be, ths  project component IS not hkely to create the business umts it deems 
to be essential for long-term success even lf the project were to be extended In addition, these efforts 
are not an essential component In malng the CRCC a successfiil institution 

The delays m bemg able to get the CRCC operational appear to have resulted from (a) msstatements 
to ACDI by TechnoServe as to the amount of cap~tal whch would be forthcomng when rt m v e d  
in Chclayo, and (b) foot draggmg by government agencies who were not fully supportwe of the 
vanous aspects of the project Thus, what we are faced wth is evaluating the Caja Rural component 



ofthe project f?om the basis of its near "md-term" position On that basis, the project is fbnctiomng 
well, and wth the excepDon of certain project components whch were programmed too early in the 
cycle, project objectives have been met The CRCC is well positioned--wth continuing support from 
ACDI--to move to the next step m project implementation, 1 e , further refimng the lending function, 
implementing a savlngs mobilization program, marketing the capital acquisition program, and, 
hopefully, implementing a mcro-enterprise lending program wh~ch wll be supported by the CAF 

The design of the TechnoServe component of the project fded  to account for basic requirements in 
the law w h ~ h  call for a stnct loan guarantee regimen and the lack of land tithng projects comng to 
fruition In addition, TechnoServe appears to believe that the CRCC should create a special set of 
lendrng policies for the clients they serve In summary, 

o The TechnoServe component of the project is not essential to the basic need to create a 
strong community-owned, market-dnven financial institution 

o To the degree that the valuable fbnctions of (a) production assistance, (b) commercialization, 
and (c) market information need to be prowded, the most efficient way for them to be 
prowded if the project is extended would be to have that component transferred to ACDI 

o That even in the best of circumstances, the TechnoServe component of the project w11 not 
be able to create business umts in the groups thus far organued wthm the expanded time 
constramts Additionally, the credit needs that are foreseen for the export-based production 
would require loans of a matunty beyond what would be possible in the current CRAC 
envlronrnent 

The efforts undertaken by ACDI under the T~tle I11 program have had a positive impact on the eight 
participatrng CRACs After some degree of politically motivated delay, the program of strategc 
planrung and £inancia1 management was undertaken m an efficient manner prowding partlclpants wth 
an opportumty to deal with the issues in a hands-on format The success of ths  program has been 
tempered by the fact that there has been a sigmficant turnover of directors and the fact that the pace 
of development among and between the eight CRACs dlffers sipficantly The matend bemg 
presented is relatively complex m nature and it should not be expected that a one-time exposure, even 
wth  ths  relatively effective approach, will provide the participants with the background necessary 
to hlly understand the matenal Ths suggests that the program should continue because 

- some CRACs need significant revlew of prewous work, and 
- project team members need to revlew basic needs wlth participating CRACs and develop 

programs specialized to the needs of each CRAC 

In adbbon, the data rndicate and dlscusslons have suggested that there are one or two CRACs whlch 
are faclng senous problems Most lndivlduals we have intermewed suggest that the failure of one . 
CRAC is likely to cause a system-wde fa~lure While the evaluation team is not so pessimstic, we 
do believe that the falure of one CRAC wll make it more difficult for other CRACs to attract 



additional capital or mobilize savmgs for a sigruficant period of time 

It 1s clear that problems with the current software system is perhaps the most senous operational 
concern that must be solved The fact that the basic approach to attempting to solve the problem is 
pohtically based makes the evaluation team concerned that, at best, the solution wlll be less than 
optunal, and, at worst, it could cause a sigruficant delay in the ability of the system to be able to 
expand its servlce offenngs It is difficult to accept the prermse that a new system had to be 
developed m a world where there are several very efficient systems for financial institutions avadable 
m the marketplace To compound the problem, the choice of an institution whlch has little, If any, 
experrence m developing software for financial mstituQons to develop the product stretched credulity 

The ACRAC is currently charged with software development and will be able to take the credit (or 
blame) for the system that is expected to become operational no later than early 1997 The fact that 
the Associafion is currently operating wthout a manager, and the fact that the majonty of its budget 
is supported by sources other than the participating CRACs suggest that the Assoaation, like many 
other mstitutions of its type, has a hgh probability of becormng donor dnven in terms of the semces 
that it attempts to provide Discussions suggest that current ACRAC leadership believes that it 
"knows" what participating CRACs need, without undertakmg the analysis necessary to valldate its 
hypothesis We have sigruficant concerns that the ACRAC has ideas for programs and projects that 
are well beyond the abillty of part~cipat~ng CRACs to support fmanclally 

Based on the information presented m ths  report and summanzed above, we have developed the 
followng recommendations 

o The Caja Rural Cnu. de Chalpon pllot project has shown sigruficant potential, meeting nearly 
all objectives indicated for the first year of operation of the CRCC and should be extended 
through December 1997 at current funding levels 

o In the extended project, ACDI should place emphasis on the followng aspects of its work 
wth the CRCC 

- credlt function 
* continued emphasis on loan underwriting slulls 
* implementmg the new credit function structure recently adopted by the board of 

d~rectors 
* increase emphasis on collection skdls with an eye toward creating a separate 

collections function 
* hrther analyze the credit granting function in order to develop a rationale for 

gradually relaxmg the most stnngent credit terms, moving more towards projected - 
cash flow and borrower "cultural understanding" as a pnmary method for approvmg 
loans 



* develop hnding sources designed to allow the CRCC to offer loans wth borrower 
needs in terms of movlng toward non-traditional export-based crops 

* provlde assistance for implementation of the mcro-enterpnse lending program 
* consider the impact on the rmcro-enterpnse program of the lending policy whch 

allows only 10 percent of the loan portfolio to be in loans wthout a real guarantee, 
and make adjustments as necessary 

* develop a system for evaluation and classification of loans in the portfolio according 
to SBS cntena, and develop the necessary allowance for loan losses based upon the 
analysis 

* begm efforts to eliminate the requirement that borrowers must purchase shares as a 
condition for obtaimng a loan 

- savlngs mob~lrzation 
* analyze the true cost of funds, including the Impact of reserve requirements 
* develop a marketing program 
* implement and mon~tor the progress of the program 
* provide appropnate staff traimg 

- cap~tal accumulat~on 
* momtor implementation of the marketing effort for new shares 
* evaluate the feas~bility of accepting the second tranche of $500,000 in undemting 

finds from COF1DE5' 
* fachtate p l w g  for efforts to ensure that the CRCC has a rmmmum capltal base of 

$2,000,000 by the end of the extended project 

- software irnplementat~on 
* momtor the nnplementabon process to d e t e m e  the capabdities of the new software 

system 
* prepare a backup strategy in case the new system does not perform up to reasonable 

standards 

o The TechnoServe portion should not be funded as part of the extended project However, to 
the degree that TechnoServe is able to find alternative sources of findmg to support 
1ntermedlateAong-term export-based production, USAIDPeru should consider fbnding a 
portion of the costs associated wth the on-going techmcal assistance program, or work with 
TechnoServe to help develop alternative fhding sources 

o Techtucal assistance to the Caja Rural Cruz de ChaIpon should be gradually reduced 
throughout the remarung project life to allow the drrectors and managers to take drrect 
control of the decision-malung process An increased focus should be placed on expanding 
efforts wth the other eight CRACs and on prowdmg support for development of a national * 

system 



0 Efforts towards development of a "nahonal system" should be increased, including ~ncreased 
support for creating an independent and vlable assoc~atron A "grassroots based" strategc 
plamng process for the ACRAC should be developed and implemented 

o Current Title I11 efforts should be continued for an additional 12-1 5 months for 
- providing assistance in implementing and updating current plans 
- provldmg a second run through for CRACs whch have expenenced sigmficant 
boardistaff turnover 

- identifying and, hopehlly wth the support of the SBS, developing a program to 
Intervene in those CRACs expenencmg senous problems for the purpose of 
retumng them to viability 

o ACDI should work closely with the SBS to improve the program of supemsion and 
exarmnation of CRACs carned out by the Superintendency 

o Changes in the law should be made whch rationalize geographc l~mtat~ons on the area 
served by mdwldual CRACs and mcrease the indimdual lending l m t  &om five percent to ten 
percent of subscribed capital Also, analys~s should be undertaken of the terms and cond~trons 
under whch the CRACs mght be allowed to offer checlung accounts to customers 

o Internal and external hnding sources should be identified to allow the CRCC to make loans 
wth lntermedlate and long-term maturities 

o Close momtonng of any and all government efforts in creatmg a rural bank should be made 
m order to ensure that CRAC mterests are well represented m the process 

o If the AssociaQon reaches a position where it IS feaslble to consider developing a second-tier 
h c i a l  mst~tut~on, USAIDiPeru should prowde finds for 3-6 months of short-term techcal  
assistance to support the efforts 

G LESSONS LEARNED 

Th~s evalua~on provlded the team leader wth several interesting ~nsights whch related mforrnatlon 
found m ths  project wth earher expenences These msights include 

1 Serend~plty The best way to fiarne an understanding is to listen to people who hve 
in the world that is bemg analyzed Dunng the tnp to Ayacucho, there was an off- 
chance opportumty to spend approximately one hour wth  Pepe h a s  We belleve 
that anyone mterested in leanung a new perspective on the Issues facmg the 
agricultural sector in Peru spend some time listemng to h s  ldeas 



Need for Hands-on Project The falure of TechnoServe to provlde full-time direction to 
its portion of the project in early months led to (a) ACDI receiving Incorrect information as 
to the capital base whch was avdable as it began its part of the project, (b) an inefficient use 
of project resources, and (c) a si@cant reduction in the probability that TechnoServe could 
achieve the three stages of group development it believes necessary for project success 

Design Structure Close attention must be pad to aU components of project design and tlme 
line sequencing A closer look at the CRAC law and the probable financial structure and 
policies of the CRCC should have suggested that it would not have been prudently wllling 
andlor legally able to provlde loans that fit the type of loans that the TechnoServe component 
of the project was hkely to require When project assumptions concemg the date of 
chartering the CRCC were not met, the TechnoServe component of the project was in a 
position of creatmg loan demands that could not be funded as expected Ths created a 
negative image for the CRCC in the marketplace 

Too Soon Old, Too Late Smart After havlng followed development efforts m Latin 
Amenca for over 30 years and havlng seen many "mssed opportumties", it is frustrating to 
see potentially very successll projects where participants are expected to accomphsh heroic 
efforts in exceedingly short time penods in a world of dimmshed resources 

ENDNOTES 

1 This concept was not new to Peru Dunng the 1960s and 1970s, it would have been possible for 
Cajas Rurales to be formed However, gven the existence of the BAP and other sources of state- 
funded lending to agriculture, there was little or no incentive for Cajas Rurales to be formed The 
concept was rerntroduced m 1992 with Decreto Ley 25612 

2 The specdic amount that urlll be provlded cannot exceed three tunes the CRCC's net soclal capital 
Th~s concept is bemg expanded to include other CRACs as ths  report is being written Funds for the 
expanded efforts urlll come from a vanety of sources denved from the liquidat~on of the 
FONDEAGROs Ths  process will be described m more detal later in t h s  report 

3 It mght be argued that the system would be better served if the hnds received were transferred 
dlrectly to capital (retamed e m g s )  However, it would appear that so many CRACs are havlng 
problems wth earmngs that the government agencies opted for a short-term solution of treating the 
hnds as mcome 

4 To the extent that the hnds are to be kept wthm the government sector, strong consideration 
should be gwen to ther use as part of a capital mfusion program whch mght be requlred in work-out 
plans for institutions expenencing senous financral difficultres Thls approach should only be 
considered under extreme cxcumstances to preclude the moral hazard nsk problems whlch were seen 
in the S&L bailout in the Umted States dunng the 1980s Care must be taken not to damage the 



market disciplines the CRACs are attempting to Impose on borrowers, thereby avoiding the belief 
that the state w11 again "nationalize their debt " 

5 It appears that thls program has the support of COFIDE who would be willing to make loans with 
a three-year matunty to CRACs who need help to pay for their share of the costs of the program 
Caplt-g t r m g  efforts m thls manner is not reasonable, even if the program were more lrkely to 
prove beneficial to participants 

6 n s  IS a traditional service However, in our discussions it became apparent that the Association 
leaders believed that the ACRAC would be doing a sigmficant degree of momtonng of the behawor 
of the mdivldual CRACs, even to the pomt of perhaps expecting to intervene in conjunction with the 
SBS and COFIDE if sigmficant problems were found 

7 Ths factor has been the basis for some of the worst instances of associations becomng donor- 
dnven in Latm Amenca 

8 This is not to say that the resulting institution wll not deal wth external fbnding and its 
distribution to participating institutions Emstence of a well-managed, market-onented second-tier 
institution serves as a good mechamsm for dealing wth  external orgmzations on behalf of 
participat~ng mstitutions, servmg as an intermediary (collecting only a small fee to cover basic costs) 
to pass fbnds to member institutions 

9 Accordmg to the Mimitry of Agculture m Lambayeque, one hectare of nce requires 14,000 cubic 
meters of water, the second lughest crop in water usage, exceeded only by sugar, which requires 
20,000 cubic meters 

10 This c o m t t e e  is comprised of 253 growers wth 800 hectares of vegetables (pole beans, 
castilla, and sarandaja) and 500 hectares of yellow corn 

1 1  The participation of this group is made possible by the Fondo Contravalor Peru-Canada through 
IPADEN, transferring part of a rotating fund for production as shares m the CRCC 

12 m s  would have the addhonal advantage of hawng indiwduals in place who would be avalable 
to work on collection of the FONDEAGRO portfoho Wlxle the degree to whlch loans m that 
portfoho are collectible may be argued, there is no doubt that there are a reasonable number of loans 
whch can be collected, and the 15 percent comss ion  wd1 provlde needed additions to operating 
revenue in the short run 

13 The prewous banlung law (Decreto Ley 637) of Apnl1991 recogwed the existence of the WS 
Rurales de Credito However, the only two references are to pomt out that they do not belong to the 
Deposit Secunty Funds (Art 239) and that they must abide by the legslation whch is applicable to 
them 

14 Decreto Ley 770, Art 422 



15 However, according to Emergency Decree 32-94 the existence of the FONDEAGROs is 
extended to December 3 1,1994 

16 Maxlmum possible indebtedness could reach 10 times the net worth whtch upon imtiating 
operations would be equivalent to the pa~d-m social capltal 

17 According to the SBS, $14 rmllion (48 percent of the allocations of the system) were dlrected 
to agriculture for production, investment and marketing 

18 In December 1995 there were 23 banks wth  a net worth of $1,211 rmllion The smallest bank 
was the "Banco Del Trabajo" wth $6 364 d h o n  of capital, only 12 percent greater than total capital 
for the 1 5 CRACs 

19 There are 13 Cajas Mumcipales, besides that of Lima whch because of its many years of 
operation has its own guidehnes As of December 1995 the system had a net worth of $15 340 
million The smallest Caja Mun~cipal is Tacna wth a capltal of $249,000 whch is 43 percent less 
than the average for the CRACs 

20 Upon payment, the mvestments necessary to start operations are discounted 

21 The first factor lncludes personnel costs, general expendtures and honormums of adrmmstration 
The second includes income fiom financial lnterrnediation 

22 Between January and May of 1996, the average rate of active shares went from 17 percent to 
32 2 percent in national currency, and the rate of passive shares went fiom 6 22 percent to 10 
percent 

23 In the penod fiom January to February of 1996, the consumer pnce index for Metropohtan Lima 
increased 2 79 percent according to INEI 

24 The problem has been created because a few large loans have become delinquent Resolwng the 
problem with the two largest borrowers would cut the delinquency rate nearly in half 

26 Through its reserve fund, COFIDE has provlded itself protection agamst loan losses associated 
mth loans made with funds they have prowded to the CRACs 

26 Thls analysis mdicated that the loan granting process was generally following accepted practices 
and institutional policies There were a few instances when a signed copy of the loan contract was 
not in the files, but the ongnal was avalable in the appropnate place The files contain many 
duphcate documents, particularly printouts, whch make it difficult to follow the process of the loan 
grantmg process The process has been streamlined recently by including a checklist to be signed by 
the appropnate lndiwduals as tasks are completed The process would be fisther helped If an updated 
credit hlstory of the borrower were Included in the file as well 



27 Evidence indicates that one of the pnmary factors whlch positively influences an indimdual's 
ulllllngness to repay a loan is an assurance that additional credit ~ 1 1  be available as needed 

28 The finanaal mstitubon does not want to be m a position where it has to use the guarantee Flrst, 
it does not wsh to be in the busmess of selling property Second, except in the most extreme 
c~rcumstances where it needs to "send a message", foreclosure creates a negative image wlfh 
customers The law indicates that if an individual has a crop guarantee and fails to repay, he can be 
sent to jad Agaln, tlus IS an extreme solut~on that creates its own set of problems if used The key 
point IS to make good loans m the first place and be wlling to deal with good customers who 
experience problems 

29 Examples mght provlde an insight for thls question Our vlsits uncovered a number of 
borrowers who had, or mght have, problems m repaymg their loans in a timely manner We did not 
do an analysis to detemne the validlty of the Issues rased by borrowers, or whether they had 
alternative means for rnalung payments, however, we do believe that the types of problems presented 
rase questions whch can be discussed as the CRCC considers a gradual evolution of its very stnct 
lendmg pohcles The issues were as follows 

(a) a borrower whose bean crop was destroyed by a neighbor's cattle He would be able to 
overplant wth an alternative crop wthm 3-4 months He also was part of one of the 
Technoserve groups and h s  fdure to pay mght have a negative impact on the group's abllity 
to borrow in the future 

@) a borrower who faced a slowdown in busmess due to the recesslon m the economy The 
resuIting reduced cash flow made it difficult to make timely payments Sales have smce 
improved and the borrower expects to be able to resume normal payments thts month 

(c) a borrower had a Ioan wth a four-month matunty based on the expectation that the cattle he 
was feedmg would be sold by that date The cattle were sold, but conditions in the market 
delayed h s  payment beyond the matunty date of the loan There was no senous probability 
of default 

(d) a number of borrowers (m Ayacucho) were unable to repay their loans because the pnce of 
the~r crop (potatoes) fell dramatically before the crop was harvested How should the 
institution deal wth these borrowers? 

3 1 A commonly used methodology suggests reservmg in the following manner 

Loan T c e  Reserve Level 

Regular Loans 0 
Problem Loans 0 
Substandard 10% 
Doubtful 5 0% 
Loss 100% 



32 It would be unreasonable and dangerous for the pohtically-based ACRAC to become directly 
involved in an exarmnation/supervlslon process 

33 Negotiations concemg ths  contract appear to have been caught up In the desires of the MOA 
to remam d~ectly mvolved m the CRAC system A sigtllficant portion of the hnds whch could have 
been used for t h s  program were diverted to the MOA, and then to the ACRAC for "software 
developmentn 

34 It has been difficult for ACDI to obtain t h s  information m wnting as it appears that the MOA 
has subtly applled pressure on participating institutions not to provide their support for the efforts 
received 

35 W l e  it IS outside the scope of work for t h s  evaluation, we believe that t h s  type of assistance 
could prove to be very beneficial to certan aspects of the Alternatlve Development project whch is 
expected to work wth several CRACs in the near fbture 

36 Even analyzing the financial statements of the CRACs in a somewhat cursory manner suggests 
that there is a degree of both interest rate nsk and foreign exchange rate nsk inherent in therr 
portfohos The relafive stable finanad market condrtions in the penod since the CRACs have begun 
operabons appear to have lulled most part~cipants mto a behef that there are no problems We believe 
that the potential for problems is of a sufficient magmtude that the CRACs must be provided with a 
baslc understanding of the potential nsks associated ~h their basic operations 

37 It is difficult to believe that it is necessary (except perhaps in a pohtical sense) to develop an 
entirely new software program glven that there are several very efficient and proven systems for 
financial mstitutions that are available in the marketplace These efforts may provlde somethmg 
better than the current system, however, even at its best the new system IS unllkely to have the 
flexlbhty necessary to meet the evolving needs of the system as the institutrons expand their semce 
offenngs 

38 COFIDE has antlclpated th s  problem by requlnng the CRAC to create a liquidity reserve for 
unsold shares after approxmately 18 months Ths  partially protects COFIDE, but simply changes 
the t m g  and sequencmg of the problems facmg the CRAC In addition, COFlDE has an additional 
protection m that another component of the FONDEAGRO program calls for usmg some of the fimds 
to create a loan guarantee program 

39 There is an additional premum charged to cover the costs of marketing the shares to thlrd 
part~es These two premums provlde a "value protection" for ongnal shareholders 

40 The entlre questlon of forelgn exchange nsk seems to have been discounted as the project has 
proceeded, even though it was discussed in early project documents Movements in the financial 
markets dunng the penod when th s  evaluation is occurring, and forecasts whch suggest that the 
exchange rate could depreciate to S/2 65 per dollar or worse by year-end, polnt to a need for the 
CRACs to address the issue 



41 Given the current reserve requirement, dollar denormnated deposits are relatively more 
"expensive" relatwe to the margm whlch can be earned than are borrowed knds at market rates See 
the matenal in Appendix 8 

42 The CRACs were helped m this regard by a section of the law whch made ~t impossible to lend 
to anyone who had outstandmg debts to any state institution 

43 It must be noted that the financial markets in the country are somewhat inefficient, I e , the level 
of interest rates charged and pa~d vary sigtllficantly from regon to region 

43 In accordance with I11 CENAGRO, farms under three hectares are considered "rmIllfundlos," 
whde those from 3 to 10 hectares are "small farms " 

44 Decreto Ley 25612, Art 29 "Credit apphcations presented by persons or groups that have 
prevlous negative credit ratmgs with delmquent payments wdl be automatically rejected by the Caja 
Rural manager, even when the applicant is a shareholder " 

45 According to Luis Garate, Director of the Caja Rural, the Pacanga producers were indeed 
capable of offenng real guarantees 

46 Such is the oplmon of the Director of the CRCC gwen on June 7, 1996 

48 The reason is slmple In January 1996 the loan portfol~o of the CRCC rose to $1,097,872, of 
whch 10 percent would be $109,787 The Chaman c r d t  amounts to $40,250 and the Virgen de Las 
Mercedes credit amounts to $47,301 Together these total $87,551, representing 8 percent of the 
loan h t  wth personal guarantees Another interpretation considers the first installment of Virgen 
de Las Mercedes ($17,496) whch, added to that of Chaman equals 6 percent as a mnlmal level In 
both cases, the CRCC is left wth a margm of 2-4 percent w th  whlch to work 

49 A detailed evaluation of the costs to the producer w11 be addressed at a later point in t h s  
analysis 

50 Ths delayed the process and necessitated a second contract by the growers 

5 1 Only two harvests are considered as a conservative estimate, smce m a crop rotation of 90 days 
(plus 10 days for harvest), up to three harvests per year are possible 

52 Srnce ths  is a permanent crop, the mvestment costs are distributed according to the techcal  
plan 

53 These observations are based on an mtermew wth Dr Marco Chef of the Proyectos Area 
Norte, on June 14, 1996 

54 It is necessary to clar@ that land ownershp is not the only real guarantee that the producer can 
provide According to the CRCC guidelines for credit, the urban residence of the owner or their 



relatives andlor the members of the group can finance others who do not have sufficient guarantees 

55 TNS, m conjunction wth regonal agricultural authontles, estimates a cost of $1,200 per parcel 

56 It is lnterestmg to note that the ACRAC has proposed a t r m g  and techrucal assistance program 
for member institutions, and even though not all lnstltutions wdl partlcipate fully, they propose to 
dwde the costs of the program equally among the 15 CRA-Cs In addltlon, there is a suggestion that 
the CRACs obtm a loan, to be repad over a three-year penod, from COFIDE to cover the expenses 
for the traimng and assistance Thls approach belies a behef that ACRAC is operating m an 
rndependent fashon, and hlly in the interests of partic~pating CRACs 

57 To the extent that it IS determed that it is not feasible at the current time to accept these funds, 
ACDI should negotiate wth COPBE in an attempt to have the CRCC's line of cred~t Increased by 
a hke amount 

58 Ewdence suggests that there are instances of (a) inslder lending to directors, (b) wolations of 
capttal suknptlon bmts, and (c) inappropriate lerrd~ng concentration, all of whch could create 
stgdicant problems tf left unchecked 
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SCOPE OF WORK 
MID-TERM EVALUATION 

CAJA RURAL CRUZ DE CHALPON 

B Purpose 

The purpose o f  the services t o  be provided IS t o  undertake the mid-term evaluation of the " pilot 
" Caja Rural (Crua de Chalpon) and the Community-Based Enterprises (CBE) component of the 
Microenterprise and Small Producers Support Project (MSP) 

In 1990 Peru took steps toward economic liberalization and reinsertion into the world economy 
Among the rmportant actrons taken in mstitutlng this new economic order was the liquidation 
of the Banco Agrarro (BAP) which had operated for over 20 years under a protected and heavily 
subsidized economrc scheme, accumulating a large operating deficit Credits were extended 
by a state bureaucracy on the basis of political consideration more often than on the vrability 
of the ~nvestment and the moral solvency of the borrower With the demrse of the BAP in 
1992, the GQP mtroduced the concept of rural banks (Cajas Rurales) as an alternative t o  
finance agriculture production 

T h ~ s  new approach was initiated by the Ministry o f  Agrrculture Three Cajas Rurales were 
established wi th  the Ministry's support in 1993, and by late 1994 a total of eight Cajas Rurales 
were operating and an "Asociacron de Cajas Rurales" was created To date the Association 
IS compr~sed of all 15 existing Cajas Rurales and serves as a central lobbying arm and focal 
pomt for the purchase of goods and services common t o  all Cajas Rurales, such as computer 
software and technical training 

USAID supported this GOP Initiative by designing a model t o  gurde the development of this new 
agricultural c red~t  system On September 23, 1993, USAlD srgned a cooperative agreement 
w i th  ACDl t o  develop a sustainable community-based "pilotn Caja Rural Cruz de Chalpon is 
guided by  a markedly different philosophy than that used by the earlier BAP It is community- 
based, as contemplated in the Caja Rural law, Instead of a centralized, bureaucratic and heavily 
subsrdized rural credit bank It is capitalized and directed by local groups Local lenders work 
w i th  their ne~ghbors t o  develop viable projects Since local capital is at risk, the local investor 
has a vested interest in  its successful operation 

Another important GOP contribution towards the consolidation of the Caja Rural system IS the 
participation of COFIDE, a second story fmancial institution that provides "development" credits 
t o  financial intermediaries such as the Cajas Rurales Its internal operating policies allow it to  
provrde lines o f  credit up t o  ten times the amount of subscribed capital of the Caja Rural, but 
in  practice it has only provided 3 t o  1 leverage t o  date 

In the case of Cruz de Chalpon, in  1995 COFIDE provided it w i th  a $1 5 m~ll ion line of credit 
(3 to  1 leverage) using P L 480 Tltle Ill local currencies In addition, ACDl developed the 
concept of "underwriting" as a means of providing credit to  the Cajas Rurales t o  increase their 



caprtalrzatron COFIDE and the M~nrstry of Frnance agreed In 1995 to  use $1 5 m ~ l l ~ o n  of P L 
Trtle Ill local currencies to  test the underwrrtrng concept In Cruz de Chalpon 

Ill Act~vlty to be Evaluated 

The object~ves of the Caja Rural and the outreach CBE component of MSP are 

o To develop a sustarnable, reliable communrty-based credrt rnstrtutron that can eff~crently 
frnance vrable development actlvltres, 

o To generate new sources of rural employment, ratronal economrc development and vrable, 
sustarnable sources of Income for agricultural producers In the Olmos, Motupe and 
Jequetepeque valleys, by mtroducrng profitable non-trad~t~onal crops wrth export and/or 
agro-processing potentral and establrshmg vrable systems to  at these products to  
market 

The Cruz de Chalpon program IS desrgned to  develop a new model of a community-based, 
locally owned and managed, self-sustamrng rural fmancral lnstttution Thrs market-orrented Caja 
Rural IS provrdrng credit and other servlces that promote the development of market-responsrve 
agrrcultural productron and agrrcultural-based busrness The coastal valley communltres of 
Blmos, Motupe and Jequetepeque produce export crops and have the mrnimal ~nst~tutronal base 
requrred for a prlot effort focusrng on the productron of export-able products that could be used 
as a repl~cable model rn other Peruv~an communrtles 

ACDI IS respons~ble for the development of the Caja Rural and the overall ~mplernentatron of the 
component It prov~des techn~cal assstance on fmance and organ~zatronal development t o  Cruz 
de Chalpon Tachnoserve has a sub-agreement wrth ACDI, under whrch rt IS respons~ble for 
rmplementtng actlons related to  the development and/or strengthenrng of communrty-based 
enterprrses (CBEs) whrch w ~ l l  access credrt from Cruz de Chalpon ACDl's Chref of Party IS 

responsible for coordinatrng the joint efforts of ACDI and Techno-Serve, marntarnrng a close 
workmg relationsh~p with the Board of D~rectors, general manager and senior staff of the Caja 
Rural, ~mplementrng the Caja Rural rnst~tutronal strengthenrng component of the program, and 
coordrnatrng short-term rnternatronal technl-cal assrstance ACDI has also secured P L 480  
Trtle Ill funds t o  support rnstitutronal strengthenrng of e~ght other Cajas Rurales whlch rnvolves 
provlslon of techn~cal assrstance to develop strateg~c plans, rmplement new services, and 
provide traming In finance for techn~cal and managerla1 staff 

The status of implementatton as of December 31, 1995, can be summarrzed as follows 

o The Cruz de Chalpon Caja Rural ~nrt~ated operations In March 1995 
Q Assets amount to  $1 32  mrihon -C---A 

o 550  loans have been approved for a total of $1 6 mrll~on of whrch 74% has been 
drsbursed The average loan size IS $2,900 The portfolro has the followrng 
composrtron 42% of loans 1s for agriculture-related actrvitles, 30% for commerce, 18% 
for servrces and 10% for small ~ndustry and artisans Past due loans amount t o  3 6% 
of the total loan portfol~o 



o Crm de Chalpon IS owned by 944 shareholders with its overall policy gurdance 
emanating from a Board of Directors comprised of nlne members representing local 
growers associations (Junta de Usuarios de Riego Valle Chancay-La Leche), business 
(Cervecerla del Norte e Invesco), ~nd~genous organlzatrons (Comunrdad Campesma de 
Chepen), cooperatives (Cooperativa Agrar~a San Martin), and local NGOs (CICAP) 

o TechnoServe 1s provldlng technrcal assistance to  elght CBEs In the preparation of 
agricultural product~on and Investment plans 

Headquartered In Chlclayo, Cruz de Chalpon has a field of f~ce in Motupe and an outreach office 
rn Chepen whrch functions as an information center and receives loan applications 
Technoserve is ~mplementmg r t  efforts with CBEs In the three valleys of Olmos, Motupe and 
Jequetepeque and rnainta~ns an of f~ce In Chrclayo 

IV Statement of Work 

An independent assessment IS necessary to  determrne whether, through the current confi- 
guration of program actrvities and management methods, ACDI, Technoserve and USAID/ Peru 
are produclng the expected outputs as projected In the orlginal proposal and the subsequent 
cooperatwe agreement srgned between USAID and ACDl Of particular Interest are lssues 
relating t o  the role, efficiency, and potent~al sustamab~llty of the Caja Rural, the development 
and strengthenmg of the CBES, the focus and effectiveness of program interventions, and the 
need for mld-term adjustments In program desrgn and ~mplemen-tatlon 

The followrng lssues wrll be cons~dered and addressed In the evaluatron 

A An analys~s of the context In whlch the Cruz de Chalpon program has been developed 

o the Caja Rural system nationally 
o the role of other financial institutions in the Chrclayo area 
o the role of the Mlnrstry of Agriculture 
o the role of COFIDE 
o the role of the Association of Cajas Rurales 

B Program lssues common to  the Caja Rural and the CBEs 

o Consider whether the original assumptions are still val~d Determme whether the pohcy 
context is conducive to effective program implementation Review the EOPS ~nd~cators 
to  assure they continue to  be realistic given the actual policy context and economic 
situation 

o Consider whether any changes t o  key mdicators are necessary t o  better measure the 
achievement of the program's purpose of providrng access to  credit, technical 
assistance, and employment for the rural populatron 

o Consider whether the relationship between ACDl and TechnoServe ensures effective 

' 44  C coordination with central, regional and local government authorities, as well as the 
private sector, relevant business organizations, and the communities served 



o Determ~ne whether all activities are bemg carried out in an environmentally sound 
manner 

o Determme the Impact d~sagregated by gender of the Caja Rural and CBE's actlvlties 

C Specif~c Caja Rural Issues 

Deteam~ne ~f the Caja Rural IS adequately staffed, structured and organrzed t o  effect~vely 
delrver rural f~nanc~a l  services 
Determine the fmancial soundness and sustainability o f  the Caja Rural operations 
Cons~der the extent t o  which the Caja Rural meets the financial servlces required by 
producers, growers and microentrepreneurs in the region 
Analyze the Caja Rural's relat~onships wi th COFIDE, the Minlstry of Agriculture and the 
Associat~on of Cajas Rurales 
Deterrnlne the Impact of technical assistance provided by ACDl t o  e~gh t  selected Cajas 
Rurales funded under T ~ t l e  Ill to implement inst~tutronal strengthening, planning and 
tralntng actlvltles 
Analyze how the "underwriting" concept has functioned In the Caja Rural 
Cons~der whether the Caja Rural can be sustamable w ~ t h ~ n  three years of mrtlation of 
operatrons as or~ginally projected 

D S p e c ~ f ~ c  CBE issues 

o Determine the Impact of Technoserve's technical asslstance t o  the CBEs in increasing 
small farmers' access t o  cred~t, income and markets 

o Cons~der whether cl~entalsmall producers are using the mformatlon and techn~cal 
asslstance effectively 

o Until the Cap  Rural opened it doors in March 1995, Technoserve had t o  secure other 
sources o f  funding for its CBEs Assess the advantagesJdisadvantages of these other 
sources 

o Assess the advantagesld~sadvantages of usmg the Caja Rural's resources t o  flnance CBE 
actlvltles 

E Make recommandations concerning necessary adjustments for the program t o  ach~eve its 
objectwes as well as a reasonable timeframe within which the Caja Rural should become 
self-suff u e n t  

V General Procedures 

The evaluat~on wil l  take place in May and June of 1996 The USAlD project coordinator and 
ACDl's Chief of Party wil l  prepare a preliminary activity and travel schedule t o  be discussed 
wi th  the evaluat~on team ACDl and the Caja Rural will prov~de o f f ~ c e  and meeting space In 
Chrclayo, as well as logistical support required by the team w h ~ l e  in Peru 



The team will use the following data collection and interview methods 

Review relevant project papers, contracts, and periodic reports 
Interview the Caja Rural's Board members, staff, field officers and clients, as well as 
Technoserve's staff workrng with the CBEs 
Perform site vlsits to  Caja Rural's and CBEs' clientele in Chrclayo and the Olmos- 
Motupe-Jequetepeque valleys 
Revlew financial records, management lnformation system, and loan portfolro of the 
Caja Rural 
Revmw information avarlable at the Superrntendency of Banks regarding the Caja Rural 
nat~onwrde system and rts performance In relatron to  Cruz de Chalpon 
lntervlew appropriate staff of the Caja Rural Association and the Ministry of Agriculture 

The evaluation will be carried out by a two-person team The team leader will be a senior 
economist and rural credrt specralist with ample experience in management and/or evaluation 
of flnancial institutions s~mdar to  the Caja Rural Helshe should have experience In USAlD 
project evaluation, preferably in Latrn Amerrca, and be fluent In Spanrsh 

The team leader will be responsrble for evaluating the Caja RurallACDI activities, for dealing 
wrth overall program issues common to both the Caja Rural and the CBEs, and for 
incorporating the second team member's analysis and observations on the CBEsTTechno-Serve 
Into the final report 

The second team member will be a local professional, wrth experience in agriculture 
organizations and/or agr~buslness programs, preferably with USAlD evaluation experience This 
special~st w~ l l  assess the Impact of the CBETTechnoServe development portlon of the program 
and make appropriate recommendat~ons 

WII Reportmg Requirements 

Week 1 Work plan, rncluding the methodology and the outline for final report 
Week 4 Draft fmal report presentatton to USAIDiPeru 
Week 6 Fmal report presentation to  USAID/Peru 

The Contractor will prepare five copies of the workplan, methodology and frnal report outltne 
in English and submit them to  USAIDIPeru for approval at the end of the first week The 
Contractor will prepare ten copies of the draft report, rncluding the Project Evaluat~on Summary 
in English and subm~t them to  USAIDIPeru at the end of the fourth week All the key frndings 
and recommendations will be presented in a debriefing session on the day that the draft report 
1s submrtted The debriefing sessions will be held at USAIDIPeru The Project Committee wrll 
have five workmg days to  review the draft report and provide comments The Contractor will 
address the comments In the ftnal report At the end of the s~x th  week the Contractor wdl 



present the final report in English and Spanish (10 copies of each) to the Mission The final 
report will include an IBM compatrble diskette containing the document in its final form, using 
Word Perfect (WP) and/or Lotus 

The Contractor's fmal report should rnclude the followmg sectlons 

I Executrwe Summary 
2 Table of Contents 
3 Body of the report - - 

s h l & X t  
and C c u d u x m  These should be presented In separate sections design, 

implementatron, effects/rmpacts, noting any major assumptions that proved invalid, 
rncluding polrcy-related factors, and citing progress since the prevrous evaluation 
mans I earned Thrs section should contarn recommendations for the desrgn and 
implementation of the FY 96 CSD Project It should also include recommendat~ons for using 
rnformat~on gathered, reportrng systems and for measuring achievements and fa~lures 

The Annexes will rnclude, among other pertinent technical documentation 

1 The Scope of Work 
2 The Methodology 
3 The composition of the team and the qualifrcatrons of the team members 
4 A list of documents revrewed 
5 A lrst of the ~ndrviduals interviewed and contacted 
6 The Project Evaluation Summary Report - Format AID 1330 

Vlll RellaQonsh~ps and Rasponsrbhties 

The team will work under the general guldance of the USAIDIPeru Chref of the Office of Rural 
Development and the supervision and guidance of the Project's Caja Rural component 
Coordinator The team wrll also perform in close coordination with ACDI, the Caja Rural and 
Technoserve 
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Robert C. Von der Ohe 
22 1 Parls Ave Rockford College 
Wockford, IE 6 1 107 Rockford IL 6 1 108 
(8 15) 226.89 16 (815) 2264.092 

EDUCATION: 
1972 PhD m Ekonomlcs, Unlverslty of Tennessee, Knoxv~lle, TN 

Dwrtatlon - A ~ t a l  Analvsls of 1-LAFTA Tr& 1961-1968 
Major - Eonormc Development 
Mmors Hnternatlonal Trade 6r Economic Theory 
Honorso Beta Gamma S~gma, PA1 Kappa Phi 

EXPERIENCE: 
1985 von Mlses Chaw and Professor of Ekonomlcs, Chalrman of the Ekonomcs, Busmess and 
to Accounting Department of Rockford College, Rockford, LL (tenure granted 12/88), 

present and Dlrector of Strateglc Plannlng, 199201993 

MAJOR RESFQNSIBILITIES 
1 Sy~erv~slon and admlnlstratlos of a 12 person department offermg undergraduate 

and MBA programs 
2 Promam d e v b ~ m e n t  wlth revuton of undergraduate curriculum to enhance the 

llberal arts component of the program; developed a 5 year MBA optlon for students 
majormg rn other llberal arts &scrpLnes, developed an lnternatlonal optlon m 
conjunctton wlth Regent's College, created and supervised a Small Business 
Institute 

3 Teachrna undergraduate and graduate courses, Fln Management (UG,G), Intl 
Flnance (G), Prm of Economlcs (UG), H~story of Econ Thought (UG), htermedrate 
Mlcro Theory (UG), Comp Econ Systems (UG), Busmess Pollcles and Stratewes (G), 
Busmess Ethtcs (UG) 

4 Served on committees as elected, Strateglc Plannmg (198&89), Faculty Concerns 
(Chm 1991), Curriculum (Chm 1990), Graduate Studles (19921, Peace Studles (1992 
to present), Long Range Academlc Planntng (1995) 

1974.1985 Chlef Economst, Credtt Unlon Natlonal Assn, and U S Central Cre&t Unlon ($23 
b h n  corporate central credlt unlon (bankers' bank), Vrce President, Econonucs and 
Research Dtv~slon of CUNA 

MAJOR RESPONSIBILITIES 
1 Management and A d m m l s t r ~  through plannmg, budgetmg, and cwrdmatmg 

the work of a 14 person staff 
2. &atton and Trammg by servlng on the faculty of natlonal and regional schools, 

conductmg educatlonal sesslons and workshops for state and natlonal educatlonal 
efforts Provldlng consulting sermes for mdrvrdual credrt unions 

3 S t r a t P g l c  by servmg as team leader of the CUNA envuonmental scannrng 
process and author of the annual CUNA Environmental Scan, a plannmg 
document used throughout the credlt unlon mdustry 



m e t  R& by developmg a market research functlon to provide support for 
product managers of CUNAlCSGl US Central Thrs department provtdes member 
surveys for credlt unlons and state assoclattons; conducts an annual survey of credlt 
unlons to determlne current cond~tlons ln the mdustry, and conducts perlodlc 
Natlonal Member surveys 

by provldlng analysrs of current economlc and 
financml trends and assess thetr probable Impact on credlt unlon operations Servmg 
as the natlonal economc spokesman for the credtt unlon mdustry. 
Product Devehr~ment by worlung wlth subsldlarles as a consultant for new product 
development, mncludmg development of US Central, busmess plan for CUNA 
Mortgage Corp (mortgage banlung), bustness plan for a credlt unlon trust company, 
wrlttng first US Central commerctal paper presentatlon 
-us Duttes such as member of the Investment Advlsory Cornnuttee for 
US Central, SeclTres of the Trustees of CUNA Retrrement Savmgs and Penslon 
Plans (elected employee representative of $80 mllllon plan servmg credlt unlon and 
assoctatlon employees natlonwtde), member of the Advmry Board of the Credlt 
Research Center at Purdue Unlverslty 

1969 1974 Asststant Professor of Economics, SaLsbury State College, SaLsbury, MD 

1967 1969 Amstant Professor of Economcs, Knoxvrlle College, Knoxvde, T N  

][NTERNATIONBL EXPERIENCE 
1994 Consultant of WOCCU as Short-term project manager for development of a 

hqudty management faclhty and permanent stabhzatlon program for credlt unlons 
m Honduras 

1994 Consultant for Agricultural Cooperatwe Development International (Washmgton 
DC) to conduct a midterm evaluation for the Fmanctal Resources Component of 
CORDEP m Cochabamba, Bollvla 

1992 Consultant for World Councd of Credlt Unlons (WOCCU) to present a semnar on 
savlngs mobiluat~on and financial management for credlt unions in Honduras 

1991 Consultant for Chemonlcs (Washington DC) to deslgn the credtt unlon component 
of a second stage project for cred~t unlonslagrlcultural cooperattves m Honduras 

1991 Consultant for Sparks Comrnod~ties (Memphrs, TN) to conduct lmpact analysls for 
credlt unlon component of a credlt un~onlagrlcultural cooperatwe project m 
Honduras 

1991 Consultant for WOCCU to develop a program to provlde long term stabiluatlon 
assrstance for credit unlons m Honduras 

1990 Partlclpation in a reglonal conference on fmanctal stabhatlon for credit unions ur 
Latin Amerlca sponsored by COLAC, Panama Clty, Panama 

1990 Consultant for Ohlo State Unwerslty Foundatson to analyze proposed structural 
changes for the credlt unlon movement m the Dormnlcan Repubhc 

1990 Consultant for WOCCU to manage a project to determlne the feaslbhty of creatrng 
a deposlt tnsurance program for credtt unlons m Costa Rrca 

1989 Consultant for WOCCU to conduct financial management semrnars for the 
Guatemalan Credrt Unlon Federatlon 

1989 Consultant for WOCCU to evaluate the macroeconormc lmpact of a $35 nulhon 
credtt unlonlagr~cultural cooperatwe project on the Honduran economy 

1982 Analyze problems faced by Ecuadorlan Credlt Unlon Federatlon and recommend 
wlutlons whde servlng as a volunteer of Volunteer Overseas Cooperatwe Alllance 
( V o w  

1979 Consultant for WOCCU to study the reasonabdity of developmg a share (deposlt) 
insurance program for credlt unlons m Panama 

1963 Controller and Assistant Manager of the Ecuadorlan natlonal Credlt Unlon 
Federation whde servmg as a Peace Corps Volunteer m Quito, Ecuador 



OTHER PROFESSIONAL ACTIVITIES 
1 Expert W~tness for Peat, Marwlck, and Mltchell m the Penn Square Bank Lawsult 
2 Expert W~tness for Coronado Cred~t U n ~ o n  and the New Mex~co Share Insurance 

Fund vs KOATOTV 
3 Expert Wltness In numerous lawsuus, lncludmg busmess valuat~on, regulatory 

impact, TIF drstr~ts, and personal ~njurylwrongful death 
4 Economrc Impact Analysls whlch analyzed the economlc lmpact of the proposed 

move of the Alr Force Reserve Base at O'Hare to Rockford for the Greater Rockford 
Alrport Author~ty 

5 The development of tralnlng modules on accountmg, fmanc~al management, and 
marketmg for cre&t unlons 

6 A membership survey for EFT Illlnols 
7 Educat~onal and tralnmg programs for 

Western Reglonal CUNA School (CA) 
IBM Costal Employees CU 0 
League of IBM Credit Un~ons (NY) 



JQSE LAZARTE FARFAN 
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Economlsta Reglstro 3275 del Coleglo de Economlstas de Lima. 
Estudxos de post-grado en flnanzas, comerclo exterlor y economia 
del desarrollo con enfasls en el sector agrarlo y la mlcro y 
pequeiia empresa 

I. EXPERIENCIA PROFESIONAL RELEVANTE 

Instltuto Naclonal de Planlflcacldn (Convenlo INP-NCHS 
de 10s EE UU ) Proyecto de mejoramlento de las 
estadistlcas vltales en el Per6 Jefe de Operaclones 
1979-1981 Responsable del slstema de reglstro, 
procesamlento y dlseiio del modelo de formulacldn de 
estadistlcas vltales a partlr de 10s reglstros clvlles en 
cuatro provlnclas del pais La propuesta slrvid de base, 
a partlr de 1982, para ser ejecutada a nlvel naclonal 

2 Asoclacldn de Exportadores (ADEX) Centros Acad6mlcos. 
Dlrector de Estudlos 1984-1986 Encargado del 
planeamlento, ejecucldn y evaluacldn de las actlvldades 
acad6mlcas-admlnlstratlvas del Programa Anual y de 
Extenslen Integrante del Consejo Dlrectlvo 

3 Autorldad Aut6noma del Parque Industrial del Cono Sur de 
Llma Proyecto de promocidn a la pequeiia empresa (en 
convenlo con Naclones Unldas para el Desarrollo 
Industrlal -0NUDI-) Gerente de Desarrollo 1988 Las 
prlnclpales funclones se orlentaban a la ejecucldn del 
programa de habllltacldn de 10s mddulos ~ndustrlales, 
saneamlento de la propledad, aslstencla t6cnlca y planes I 

de concertacldn en el mercado para la reallzacl6n de la 
oferta productlva instalada (confecclones, cueros y 
calzado, metal-mec6nlca, artesania y carplnteria) 

4 Instltuto de Comerclo Exterlor (ICE) Gerente de 
Desarrollo e Informacldn Comerclal 1989-1990 La 
gerencla asumia la responsabllldad de promover la oferta 
exportable naclonal, para lo cual elecutaba acclones en 
la busqueda de mercados, desarrollo de productos, 
1nformacl6n comerclal y aslstencla tecnlca 

5 Junta Naclonal de Comerclalizacl6n del Cafe Presldente 
del Dlrectorlo 1990 La conduccl6n del org6nlsmo 
colegiado -1ntegrado por 10s estamentos productlvos, 
comerciales, normatlvos y de flnanclamlento del sector- 
comprendia la dlreccldn del slstema de reglstro, de 



representacidn nacional ante la OIC en Londres y de 
concertacidn con el gobierno central para la adopcidn de 
medldas necesarlas para la vlabilidad de la actlvldad 
productiva y comerclal, asimismo, representar a1 sector 
como interlocutor 

6 Cooperacl6n T6cnlca del Goblerno Sulzo (COTESU) 
Consultor en el area comercial del proyecto de desarrollo 
del complejo textil-alpaquero 1990-1991 Las prlnclpales 
responsabllldades se orientar6n a disefiar el marco de 
acci6n de la cooperacidn, ejecucl6n del plan de 
aslstencla de gestl6n a las comunidades campeslnas y 
monltorear las tendencias comerclales del sector 

7 Programa TTA/FUNDEAGRO-AID Consultor en agr6-negoclos. 
1991-1992 El programa se orlentaba a la utilizac~6n 
adecuada de las tierras locallzadas en la costa norte 
para el desarrollo de la agrd-exportac~dn, aslmlsmo, 
identlflcar el potenclal econ6mlco de la llnea de 
cultivos alternativos tropicales en zonas de la selva 
lntervenldas por el narcotr6flco. 

8 Unlversidad Nacional de Ingenleria Facultad de 
Ingenleria Econ6mlca (con la asistencla de la GTZ de 
Alemanla) Expositor de la escuela de post-grado en el 
area de proyectos 1992 Programa conducente a mejorar la 
calldad de la gestl6n de la pequefia y mlcro empresa 

ACTIVIDAD ACTUAL 

1 Programa de Naclones Unldas UNDCP~/UNOPS Area de 
lmpacto Ucayali, Huanuco, San Martin, Ayacucho (Valle 
Rio Apurimac) y Cusco (Quillabamba) Consultor en materia 
econ6mlca, flnanclera y comercial relaclonado con la 
prornocldn de 10s cultlvos alternativos y en el desarrollo 
de lnlclatlvas empresariales sostenlbles en las 6reas de 
accl6n e lntegrante del equlpo ad hoc del programa 
abocado a la formulacl6n de nuevas lnlclatlvas (Bajo 
Huallaga, Selva Central y Sandla-San Juan del Oro) 
actualmente evaluados por la sede central en Vlena. Desde 
1986 hasta la fecha 

2 Convenio ADEX-AID/MSP Area de lmpacto Jah-San Ignaclo- 
Bagua (Cajamarca y Amazonas) Consultor a cargo del 
dlseiio, lmplementacldn y monltoreo del slstema de gestl6n 
de la actlvldad cafetalera Desde 1995 hasta la fecha 

3. Centros Academlcos de la Asoclacldn de Exportadores - 
ADEX- Profesor asoclado, en el area de lnvestlgacldn de 

Programa de las Naclones Unidas para el control de drogas 



mercados y marketing ~nternaclonal. Desde 1983 hasta la 
f echa. 

4 Caja Rural de Ahorro y Crgdlto del Valle Rlo Apurimac y 
Ene (Ayacucho) Asesor Econcjmico encargado de dar soporte 
t6cnlco a1 dlrectorlo en las negoclaclones con las 
entldades flnancieras acreedoras de la entidad y en el 
proceso de reestructuracidn de la cartera de cr6dltos 
1996 

5 Consultor prlvado con enfasis en 

- Flnanclamlento agrario Promotor de las Ca-jas 
Rurales de Ahorro y cr6dlto2 Quillabamba -Cusco-, 
en funclonamlento desde el 16-10-94 y El Porvenlr - 
Provlncia de Sandla, Puno-, con autorlzacidn de 
organlzacl6n del 19-05-94 Ambas aprobadas por la 
Superlntendencla de Banca y Seguros 

- Flnanciamlento para la mlcro y pequefia empresa. 
Promotor de la EDPYMES~ Fondos e Inverslones 
Gamarra S A , lmpulsada por la Asoclacl6n Peruana 
de Industriales Confeccionistas (APIC), con 
certlflcado de organlzacldn de la Superlntendencla 
de Banca y Seguros de agosto de 1995, a entrar en 
operacl6n en segundo trlmestre de 1996 

6 Colaborador de 10s dlarios El Comerclo y Expreso y de las 
revlstas AGRONOTICIAS, Avance Econ6mlc0, Debate Agrarlo 
y Agrocafe 

I11 ARTICULOS PUBLICADOS REFERIDOS AL TEMA DE FINANCIAMIENTO 
AGRARIO (EN ORDEN CRONOLOGICO) 

1. Agronotlclas 159 (marzo de 1993) Donde son viables las 
cajas rurales3 

2 Agronotlclas 164 (agosto de 1993). El reto de las cajas 
rurales 

3. Avance Econ6mlco 160 (novlembre de 1993) Una propuesta 
de flnanclamlento agrarlo 

Modalldad de lntermedlacl6n flnanclera en favor de las 
actlvldades rurales prevlsta en la ley general de mstltuciones 
bancarlas, flnancleras y de seguros DL 770 

Modalldad de 1ntermedlacl6n financlera en favor de 10s 
sectores urbanos de la rnlcro y pequefia empresa, prevlsta en la ley 
general de lnstltuclones bancarlas, flnancleras y de seguros DL 
770 



4 Avance EconCjmlco 162 (enero de 1994) El nuevo rol de 
COFIDE para con el sector agrarlo 

5 Agronoticlas 177 (setlernbre de 1994). Nuevo slstema 
flnanclero agrarlo -en torno a COFIDE y las cajas 
rurales-. 

6 Agronotlclas 188 (agosto de 1995) Galas rurales y 
flnanclamiento agrarlo 

Lima,  Abril de 1996 
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List of Persons Interviewed 



LIST OF PERSONS INTERVIEWED 

I ACDI 
Jorge Nora Wranda 
Julio Montenegro Serquen 
Raul Saldarnaga 
Rafael Guzman 
Oscar Fena 

I1 TechnoServe 
Alberto Perez 
Harmlton Eraso 

III Peruvian Government Agenc~es 
Eduardo Casadca 
Rosana Saavedre Bobbio 
Luardo Cruchaga Sampen 
Juan Vega 

IV Caja Rural Cruz de Chalpon 
Luis Garate Chavez 
Oswaldo Tello Mer y Term 
Juan Machan Punhuaman 

V Other Caps 
Juan M Vdlacorte Arevalo 
Ing D a m  dd Aguilla Solano 
Eco Bruno Alberto Salas Meza 
Teofilo Vite Garcia 
Roberto Temoche 
CPC Vlctor Hu~man 
Aldo Vlgnolo 
Ing Mernan Zamalloa Brave 

VI Assoc~atiora of Cajas Rurales 
Gaston Castillo 
Eduardo Moran 

Representative, ACDI-Peru 
Financial Analyst 
Consultant/Techrzlcian 
Consultant/Techcian 
Consultant1 Techcian 

Dlrector 
Project Dlrector 
Apcultutal Techcian 
Agricultural Techcian 

VII Clients 
Puicon Chafloque Ramon 
Sermllas Ventura S A 

Manager, COFIDE 
Executive, Development Area, COFIDE 
Intendente of Fmanc~al Institutions, SBS 
Asesor Cajas Rurales, MOA 

General Manager 
Credlt Manager 
Operations Manager 

Manager, San Martm 
President, San Martm 
Manager, Mguel Grau 
President, Mguel Grau 
Director, Wguel Grau 
Dxector, Mguel Grau 
Director, Mguel Grau 
President, Los Libertadores 
Manager, Los Libertadores 

Past President 
President 

Engrodo Ganado ($5,700) 
S e d o s  ($16,000) 



Aldea brnos Mgul Angel 
Altamrano Rojas Rarmro 
Santos Faustlno Mendoza Burga 
Huiman Pasache Jose Mercedes 
Vasquez Perez Aurel~o 
Julca Inga Ronald 
Cornqo Llontrop Andres 
Castro Diaz Cesar 
Lopez de Casas Dagmar 
Samame Rodriguez Adnan 
Monsalve Limo Estmsalo 
Carhuajulca Quispe Ceceha 
Ferrenay Fernandez Julio 
Bazan Campos V~ctor Rogger 
Puican Farronay Leoncio 
Chaponan Vrdaurre Gdberto 
Farronan Espmoza Mima EQaydee 
21 of 45 members of 
Pepe h a s  

Vm Banks m Chclayo 
Sorge Semmmo Garc~s 
Javler Penaldlo Pimental 
Berc Lujan L 
Jorge Agulnaga Ortiz 
Juan Manuel Rznunelli Sander 

Ganado ($8,400) 
Cana de Azucar ($7,100) 
Engordo Ganado (($8,400) 
Comercio ($15,000) 
Agromdustna ($6,900) 
Comercla ($3,750) 
Confecciones Textlles ($1,650) 
Comerc~o de Plasticos ($5,100) 
Avlcultura (S/6,000) 
Comercio (S/S,OOO) 
Comercio de h c a r  (511 3,900) 
Servlclo (S/l, 150) 
Semco (SBOO) 
Industna (S/2,600) 
Artesama (S/5,000) 
Confecciones Textlles ((S/5,000) 
S ~ M C O  (S/l, 180) 
Agropecuna ($xx,xxx) 
Agropecuana ($1,500) - Ayacucho 

General Manager, Bance Weise 
Manager, Banco Continental 
Manager, Banco Credito del Peru 
Manager, Banco Latrno 
Credit Manager, Banco Latlno 

IX USAIBPeru 
Harry w w  
Come Gutierrez 
Dan Boyd 



Appendix 4 

List of Documents Remewed 



DOCUMENTS WEVIEWED 

1 Project 527-0349 Peru Caja Rural Cooperatwe Agreement (ACDIITechnoServe) 
527-0349-A-00-3338-00 

2 Peru Olmos-Motupe-Jequetepeque Caja Rural and Commumty Based Enterpnse 
Development Project, June, 1993 [Unsohcited Proposal], Vers~on 3 

3 Peru Olmos-Motupe-Jequetepeque Caja Rural and Comrnumty Based Enterpnse 
Development Project Work Plan, February 13,1994 

4 Peru Caja Rural and Comumw Based Enterpnse Development Project, Quarterly 
Report [12/94, 12194-2195,3195-5/95,9/95,9/95-11/95] 

5 ACDI-Peru Programa P L 480 Titulo III, Admtrustrac~on Fmanaera [Cajamarca 
(Cajamarca), 9/95, 12/95, Piura (mguel Grau), 9/95, Ayacucho (Los L~beradores), 9/95, 
Lrma (@mete), 9/95] 

6 ACDI-Peru Programa P L 480 T~tulo 111, Plan Estratega [Pwa Wguel Grau) 12/95, 
Cusco (Qulllebomba), 9/95, La Libertad (La L~bertad), 9/95, San Martm (San Martm), 
9/95, La Merced-Jurun (Selva Central), 9/95, La Merced-Chanchamayo (Selva Central), 
1 1/95, Huanuco (Turnbay), 9/95] 

7 TechoSewdPeru Plan Operative, 1995 
8 Informe de Avance de la Orgmac~on de 10s h p o s  Selecc~onado en las Valles de 

Jequetepeque y Motupe, TechnoServe, 12/93 
9 Dragnostico y Plan de Mediano Plaso Componente Desarrollo Empresmal de Base 

Comumtma, TechnoServe, 5/94 
10 Propuesta A1 Mnesteno de Econorma y Finanzas Para El "Fortalecmento del Sistema 

de Cajas Rurdes de Ahorro y Cred~to, ACDWeru, 1 1/94 
11 Estud.10 de Factibihdad Para Amphac~on del Amb~to Geografic Caja Rural "Cruz de 

Chalpon, S A " , ACDIIPeru, 1 1/94 
12 ACDI Peru Progrzama P E 480 Titulo III, Informe Tmestral, Jmo-Sept , 10195 
13 ACDI Peru Programa P E 480 Tituls 111, Informe Anual, 1995,1196 
14 TechnoServe Progress Reports [10/94-12194,3195-5195,6195-9195,9195-11/95] 
15 Informe de ONGs 
16 Decreto Ley 256 12 (Pubhcaclo el 1-VIII-92) 
17 "Del Banco Agrano a Eas Cajas Rurales Bautas Para la Construction de Una Nueva 

Slstema Fmanciero Rural, Mmtm Valdiwa, Notas Para d Debate, #13, Grupo de 
Analisls para el Desarrollo, 10195 

18 various Newspaper articles concemg Cajas Rurales, 10193-5196 
19 Fondo Para el Desarrollo Del Sistema de Credito Rural, Reglamento Operatwo, 

COFIDE, 1/95 
20 ACDI Propuesta a la Cormslon la Dlrectlve del Fondo en FIDEICOMISO Para el Apoyo 

Flnanc~ero a la Caja Rural Cruz de Chalpon S A 
2 1 Convemo de FIDEICOMISOO, 12/95 
22 Informe de Gerencia - Marcha Econormca de la Caja Rural de la Caja Rural "Cruz de 

Chdpon" S A , Pnmer Tnmsetre 1996 
23 Infomcion Fmanclera de Cajas Rurales de Ahhorro y CreQto, 29m96, Asociac~on de 

Cajas Rurales de Ahono y Crdito de Peru 
24 Reglamento Interno de Trabajo, Caja Rural de Ahorro y CreQto, "Cruz de Chalpon" 



S A ,  Octubre, 1995 
25 Fondo Para El Desarrollo Del Slstema de Credlto Rural, Proyecto Plloto Caja Rural 

Cruz de Chalpon, Reglamento Operative, Abd 12, 1995 
26 Propuesto de Fortalecim~ento Patrunonlal, Solicitud de Financ~armento y Cooperac~on 

Techmca, Caja Rural Cruz de Chalpon, Abd, 1996 
27 Information Fmanciera de Cajas Mmc~pales y Cajas Rurales, Supenntendencaa de 

Bancos y Securos del Peru, 29LlV96 
28 Memonal A n d  1995, Anexo 11, Caja Rural de Ahorro y Credito "Cmz de Chalpon", 

S A 29 Informe h u a l  1995, Proyecto Fortalecmennto del Slstema de Cajas Rurales 
de Mono  y Credito, Enero, 1996 

30 Propuesta al W s t e n o  de Economa y Fmnzas Para el Fortalecmento del Sistema de 
Cajas Rurales de Ahorro y Credito, Sumo, 1995 

3 1 Caja Rural Be Ahonao y Credlto Cms de Chalpon S A Reglamento Para la Aphcaclon de 
Asistencia Techntca Obhgatona 

32 Reglamento de Credlto, Caja Rural Gruz de Chalpon, Abnl, 1995 
33 Caja Rural de Ahorro y Credlto "Cruz de Chalpon" S A Plan de Captaclones 1996 
34 Smtesls Economca Dpto, Lambayeque, Febrero 1996, Banco Central de Reserva del 

Peru Sucursal Plrua Seccion Estudlos Econormcos, Abnl 1996 
35 Convmo de F~de~cormso, Abd, 1995 
36 Contracto de Undewtmng Entre COFIDE y La Caja Rural Cnu: de Chalpon 
37 Contracto de Lmea de Credito Entre COFIDE y La Caja Rural Cruz de Chalpon 
38 Contracto de Mandata Para Colocacion de Acciones 
39 Estatutos de La Caja Rural " C w  de Chalpon" S A 
40 ACDI-Peru, Plan Estrategco Penodo 1996-2000 Caja Rural de Ahorro y Credto "Cruz 

de Chdpon" S A ,  Mayo, 1996 
41 ACDI-Pem, Propuesta d Mmsteno de Economa y F~nanzas Para El "Fortalecmento 

del Slstema de Cajas h r d e s  de Ahorro y Credito", Noviembre, 1994 
42 Plan se Accion para el Fortalecimento del Sistema de Cajas Rurales de Ahorro y 

Credlto, J L Daly, Inc , Octubre, 1995 
43 Caja Rural de Ahorro y Credlto "Cruz de Chalpon" S A ,  Plan Operativo 1996 



Mscelaneous Tables and Charts 
Actlvlt~es and Baslc Fmanclal Information 



CUADRO C 1 ACTlVlDADES BE TECHNOSERVE PRIMERA FASE EM JEQUETEPEQUE (*) 

3 COOP TOMAS LA FORA SETIEMBRE 93 Ill 4 COOP LA CALERA 

CAMPAMA 94 POW $331,000 INCREMENT0 DE PWECIQ P6R 

ENCIMA DE LO PACTADO DEUD 

DE PRODUCTORES CON FIJESA 

($120,000) ACTUAIMENTE EN 

4RROZ Y M A E  

(*) ACCIONES INlClALES ANTES DEL CONVENIO ACDI-TNS 

(1) SURGE AL INTERIOR DE LA COMUNIDAD CAMPESINA DE CHEPEN 

(2) AMBOS GRUPOS SE INSCRIBEN EN LA LINEA ORIGINAL DE OBTEMER FINANCIAMIENTO DE LA CAJA RURAL 

(3) GRUPO CON DEUDA DE FONDO ROTATOR10 ($46,000) A ONG IPADEN (PROYECTO FONDO CONTRAVALOR PERU CANADA) 

ELABORACION PROPIA 



CUADWO C 2 ACTIVIDADES TMS SEGUNDA FASE 

LAS TRES ASOCIACIONES 

DEL VALLE MOTUPE SON 

10 PACANGA OCTUBRE 95 16 St (FEB 96) 13/0296 IDENEGADO (19/02/96) 

1 1  SAN JOSE DE MOW0 OCTUBRE 95 25 SI ( F E B  96) 24/01 /96 DENEGADO (6) I 
(1) LOS PRIMEROS CONTACTOS DE TNS SE REMONTAN A 1993 (REF INFORME DE AVANCE DE LA ORGANIZACION DE LOS GRUPOS SELECCIONADOS EN LOS 

VALLES DE JEQUETEPEQUE Y MOTUPE TECHNOSERVE PERU 1993) 

(2) GRUPO QUE MANTIENE DEUDA CON FONDEAGRO IMPEDIDO POR LO DISPUESTO EN EL DL 25612 (REGIMEN DE CAJAS RURALES DE AHORRO Y CREDITO) 

ART 29 

(3) CREDIT0 POR US $47,301 EM TRES PARTIDAS LA PRIMERA ENTREGA USS 17,946 

(4) EN EL PRIMER MOMENTO FUE EXTEMPORANEO A CRlTERlO DE LOS AGRICULTORES 

(5) UN SOLO DESEMBOLSO CREDITO APROBADO US $40,250 

(6) AUN NO EXISTE RESPUESTA FORMAL EN CONVERSACION CON EL GERENTE DE LA CAJA RURAL (0748-95) MANIFIESTA W E  SERlA DENEGADA 



CUADRO D 1 PERFlL GENERAL DE U S  CAJAS RURALES DE AHORRO Y CREDIT0 A MAY0 DE 1996 

(1) CERTlFlCADO DE ORGANIZACION A PARTlR DE HABER ENTREGADO EL EXPEDIENTE A LA SBS 
(2) CERTIFICADO DE FUNCIONAMIENTO A PARTIR DE ( I )  
(3) INlClO DE OPERACIONES A PARTlR DE (2) 

FUENTE SUPERINTENDENCIA DE BANCA Y SEGUROS 1996 ' 
ELABORACION PROPIA 





CAJAS WLBRALES 

(1) COLOCACIOHESI(DEPOSITOS+ADEUDOS) 
(2) CARTERA ATRASADAI(CARTERA ATRASADA+CARTERA VIGENTE) 
(3) UTlLlDAD NETA DEb EJERCICIO/(PATRIMON10 EFECTIVO NETO-UTILIDAD META DEL EJERCICIO) 
(4) OTROS GASTOS/TOTAL INGRESOS FINANCIEROS 

FUENTE SUPERINTENDENCIA DE BANCA \I SEGUROS 1996 

ELABORACION PROPBA 





CUADRO E 1 CARTERA DE TNS CANALIZADA A LA CAJA RURAL CRUZ DE CHALPON 

MONTO AREA Y 1 NOFUE 1 SI FUE COBERTURA DEL 

soLlc lTnoo (us S) 1 cuLTlvo 1 APR~BADO I APROBADO (US$) CREDIT0 APROBADO 
I 

EQUIVALE A 1 518 PLANTAS 

PLAN DE SIEMBRA 

46,550 (5) 66 5 HAS DE CAUPIIINSTALACION 1 7 5 HAS EL SECTORISTA TNS 

I DE CHEPEN INFORMA DE 29 HAS (6) 

5 PACANGA 87,000 INSTALACION DE 21 HAS DE SANDIA 

(1) LA DlFERENClA DE 3 5 US $ POR PLANTA A FAVOR DEL AGRICULTOR SE DEBERIA A QUE LA CAJA BUSCA EL MARGEN CON EL FOND0 DE SEGURO EST0 

OCURRE TOMANDO COMO EXPERlENClA EL CASO DE CHAMAN 

(2) NO EXISTE NADA ESCRITO POR PARTE DE LA CAJA LOS PRODUCTORES ENTIENDEN QUE SE DENIEGA POR FALTA DE AGUA Y ORGANIZACION DEFlClENTE 

(3) IDEM ANTERIOR SE ASUME QUE POR EL NULO IMPACT0 DE AREA DEVIENE EN ALTO COST0 LA ADMlNlSTRAClON CREDITICIA 

(4) APROBADO EN OCT 95 

(5) SEGUNDA SOLlClTUD DEL 2211 2/95 

(6) LA DlFERENClA DE AREA PROGRAMADA Y EJECUTADA SE DEBERIA AL RETIRO DE ALGUNOS PRODUCTORES YIO A MENOR COBERTURA EN OTROS 

QUE SON PRESTATARIOS 

(7) CREDIT0 PARA 07 PRODUCTORES SUSTENTACION DEFlClEMTE (02 PAGINAS VS MONTO) UNA VEZ DENEGADO EL PRESTAMO, EL GRUPO SOLlClTA EL MISMO MES 

OTRO CREDIT0 POR US $IS,M)O 

(8) EL GRUPO DESISTE AUNQUE SIN CONOCiMlENTO FORMAL DE LA CAJA ESTIMAN QUE EL CREDIT0 SERIA INOPORTUNO POR EL INlClO DE LAS SIEMBRAS 

FUENTE CUADRO C 2 

ELABORACION PROPIA 



XJADWO E 2 WESULTADOS BE EXPLOTACION ECONOMiCA DE UNA HECTAREA DE FRIJOL CAUPl (US $) 

2 TASA IMTERES ANUAL 12 689 

WALISIS BE CANALES DE COMERClALIZACIOPd (US $) 

+ 
4 VENTA PRODUCT0 

4 PERDIDA POR CANAL COMEWCIAL (*") 
1 INGRESO NET0 AL PRODUCTOR (1) - (2) 

*) PRECIOS BE JUNlO 96 EN MERCADO 

**) EL INTERMEDIARIB -POR PESO- GANA 29 KILOS POR 500 KILOS DE COMPRA 
i"**) UNA CAMPANA DE 04 MESES 
**"*) 02 CAMPARAS AL AN0 

(A) 
650 

38 , 

61 2 71 9 

1 GANANCIA WEAL POR COMERCIALIZACION 
ASOCIATIVA (3 8) - (3 A) 

WENTE TECHNOSERVE (COSTOS) PROCESADQWA S A ,  MACHELO, JESUS DELGADO 
Y MEWCADO MOCHOQUEQUE (BRECIBS) 

ELABOWACIOH PROPIA 

(B) 

106 

1 % GANANCIA RELATIVA k...............,..] 17 39% 



CUADRO E 3 RESULTADOS DE EXPLOTACION ECONOWAICA DE UNA HECTAREA DE LlMON EN OLMOS (US $) 

TECNOLOGIA 
BAJA I MEDIA 

SlMULAClOH POR RENDIMIENTO 

CALIDADES 

WLTERNATIVA 1 (MEDIA) 
ALTERNATIVA 2 (BAJA) - 
PRECIOS 
- SOLES/KILO 
- DOLAR/KILO 

FABRICA EXTRA 1 PRIMERA SEGUNDA 

30 00% 30 00%) 30 00% 10 00% 

0 042 0 417 0333 1 0 250 

. , 

SI AUMENTA EN 10% PRODUCCION (ALTERNATIVA 1) I 1,206 1 16,500 

ALTERPJATIVAS 

1 SI DlSMlNUYE EN 10% PRODUCCION (ALTERNATIVA 1) I 419 1 13,500 ] 

(') CREDIT0 POR 47,301 DOLARES PARA 20 5 HECTAREAS 
(**) EL EFECTO DEL CREDIT0 ES PASAR DE LA ALTERNATIVA 2 A LA 1 

RESULTADO 

(US $1 

FUENTE TECHNOSERVE PROFUSA (OLMOS) Y ACOPIADORES-TRANSPORTISTAS 
ELABORACION PROPIA 

PRODUCCION 

KGIHA 



CUADRO E 4 PROPUESTA TECNICA FRIJOL CAUPl (*) 

I SEMILLA 

2 LABORES CULTURWLES 

3 COSECHA 

P RESULTADO 

PROPUESTA TNS (1) TECNOLOGIA TRADlClONAL 

IERTIFICADA VARIEDAD CB88 VAlNA BLANCA UTlLlZAN GRANO" NO SEMILLA SE TRATA DE GRANOS 

ARB MOTUPE EN CONSECUENCIA MENOR PRODUCCION 

ABONAMIENTO EL AGRICULTOR NO TlENE CULTURA DE ABONAMIENTO 

AGUA MINIM0 2 RIEGOS Y EN LOS MOMENTOS I AGUA I RlEGO LA PLANTA SE ENVlClA 

CRlTlCOS FLORACION Y LLENADO DE GRANO I 
CONTROL DE PLAGAS APLICABLE DE ACUERDO (I CONTROL DE PLAGAS CADA 15 DIAS APLICA 

A NECESIDADES EVALUACION DE PLAGAS PlPOSANlTARlOS 

'OLITICA NI TARDE NI YEMPRANO (2) COSECWA INDlSCRlMlNADA U S  VAINAS NO MADURAS 

iEGADO (CON HOZ) I AL JUNTARSE CON U S  QLJE SI ESTAM U S  MAMCWAN 

) DESMEJORAN LA CALIDAD FINAL 

ARRANQUE DE LA VAlNA 

'RODUCTO DE PRIMERA MAYOR PRECIO MENOR PREClO 800 KILOSIHECTAREA 

'RODUCTIVIDAD 1 5W/18W KILOS/HECTAREA I 

(') TAMBIEN LLAMADO BOCA NEGRA 0 CASTILLA 

(1) EN MOTUPE HAY LlMlTADA DlSPONlBlLlDAD DE AGUA ALTERNATIVA MEJORAR LA TEXTURA DE LOS SUELOS (ABONO) REFORZAR LA ESTRUCTURA 

DE RlEGO ADELANTAR LA EPOCA DE SIEMBRA (LOS PRIMEROS MESES) PARA APROVECHAR LLUVIAS 

(2) LAS DlFERENClAS SE MUESTRAN A CONTINUACION 

I QUE PASA SI SE COSECHA TEMPRANO I QUE PASA SI SE COSECHA "TARDE' 1 

USADOS 

GRANO ARRUGADO 1- PERDIDA POR DHlCENClA DEL GRANO APERTURA DE VAlNA 

LOS RESULTADOS DE AMBAS OPCIONES ES MENOR CALIDAD 

GRANO CON EXCESO DE HUMEDAD 

FUENTE TECHNOSERVE 1998 

ELABORACION PROPIA 

PERDIDA DE PRODUCT0 

CONTAMINACION DE GRANOS POR EFECTO DE INSUMOS 



CUADRO E 5 PROPUESTA TECNICA LlMON (*) 

N AL PUNTO EJE DE LA PLANTACION INADECUADO 

SE AQLICA BK3LOGlCO Y CULTURAL 

(*) APLICABLE A LA ASOClAClON PRODUCTIVA "OLMOS" 

(1) DE ALTO COSTO LOS NATURALES SON NATIVOS PARASlTOS (LARVAS) Y PREDATORES 

(2) COSTO DE US $100 CADA UNA 

FUENTE TECHNOSERVE 1996 

ELABORACION PROPlA 



CUADRO E 6 PROPUESTA TECNICA MANGO (*) 

EVAS IPJSTAbAClONES 

DE EXPORTACION CANADA Y EUROBA 

MODALIDAD DE DISTR1BUClON FlSICA CONTENEDORES t 

(*) APLICABLE A LA ASOClAClON AGRICOLA "MOTUBEa 

(1) COMPRENDE LA INSTALACION DE NUEVAS PLANTACIOMES Y LA ASISTENCIA TECNICA EN LABORES CULTURALES A LAS EXISTENTES 

(2) VARIEDADES CRIOLLO, HADEN Y KENT 

(3) PARA LAS NUEVAS INSTALACIONES 

FUENTE TECHNOSERVE 1996 

EIABORACION PROPlA 



CUADRO E 7 PROYECTO AG-372lFONDO CONTRAVALOR PERU CANADA RESULTADOS 

PROMEDIO 565 3,100 403 

PROMEDIO AJUSTADO (*) 808 4,429 576 

(1) FEBRERO/JUMIO 95 

(2) SETIEMBREINOVIEMBRE 95 

(3) FEBRERO/JUPlIO 96 

(4) PLAN PROGRESIVO (DESDE ABRlL 95) HABlLlTAClON DE FACTORES DE PRODUCCION 

(*) LOS NlVELES DE PRODUCCION CONSIGNADOS CQRRESPONDEN A STOCKS COMERCIALIZADOS CON LA PROMOCION DE TMS 

SE ESTlMA QUE ELLQ REPRESENTA EL 70% DE LA PRODUCCION REAL 



I 

CUADRO E 8 PROYECTO AG-372JFONDO CONTRAVALOR PERU CANADA INVERSION EJECUTADA 

(US $) 

- l o  CAMPAAA 7,836 5,214 
- 2" CAMPAAA 11,088 4,841 1 

1 .  . . . . . . . . . . .  . .............. 1 .  LLYY ....... ..'... ........I. .& 
- 3" CAMPANA 

- TOTAL DEUDA (1) 18,924 10,055 8,749 37,727 

- PAGQ (2) 1 1,056 4,479 i 15,534 

- DEUDA PENDIENTE (3) 7,868 5,576 8,749 22,193 

- SALDO A FAVOR (4) 47% 324 ; 1 796 

- l o  CAMBAAA 4,806 

- 2" CAMPAAA 

- TOTAL DEUDA (1) 

- DEUDA PENDIENYE (3) 8,660 17,248 

- SALDO A FAVOR (4) 4,172 1 1 4,172 
-. 

3 TONGOWRAPE 
. . . . . . . . . . . . . . .  - 1" CAMPAfiA 

- 2" CAMPAAA t' 
- S CAMPAAA 

- TOTAL DEUDA (1) 

- PAGO (2) 

- DEUDA PENDIENTE (3) 
- SALDO A FAVOR (4) 

(1) SIN CONSIDERAW PAGOS 

(2) PAGO§ EFECTUADOS POR LOS BENEFICIARIOS 

(3) (1)-(2) 
(4) LO QUE QUEDA EN PODER DEL BENEFICIARIO 

(*) POR CQNVENCION SE UBlCA EN LA BRIMERA CAMPAAA 

EUBOWACIQN PROPIA 



I CAUPl I M AlZ I MANGO 
1 MOTUPE 

I - 2" CAMPANA 

1 - l o  CAMPAkA 1 166 365 

- 2" CAMPANA 

- 3" CAMPAAA 

- PWQMEDIO 229 1 175 1 365 

3 TONGORRAPE 

- PRBMEDIB 243 1 4 308 
PROMEDIO GENERAL 280 1 346 377 

FUENf E CUADRO E 7 Y E 8 

ELABORACION PROPlA 





CUADRO E 11 RESULTADOS DE EXPLOTACION ECONOMICA DE UNA HECTAREA DE MANGO EN EL VALLE MOTUPE (US $) 

INTERES (ANUAL) 
TIP0 DE CAFABIO 
TASADEDESCUENTO 

I I I PRECIO 
MERCADO 1 DlSTRlBUClON I (US $m) 
-NACIONAL I 70 00%1 145 83 

I TASA I VALOR 1 
ESCENARIO I RETORNO I ACTUAL ($) 

-ESPERADO I 23 40%1 1.901 
140% PRECIO I 18 9 6 4  1.096 I 

- - 20% PRECIO I 13 9% 291 
- 60%/40% (9 1 27 69961 2.761 

(*) MERCADO NACIONALIEXTERNO 

FUENTE TECHNOSERVE/FONDO CONTRAVALOR PERU CANADA 
ELABORACION PROPIA 



CUADRO E 12 COSTO FINANCIERO AL USUAFUO (% ANUAL) 

Adelantado 

1 COMISION FLAT1 

2 TASA DE INTERES 

COST0 FINANCIER0 I 

3 TASA ACTIVA AL FOND0 GARANTIA 

4 TASA PASIVA AL FOND0 GARANTIA 

COST0 FINANCIER0 I1 (3)-(4) 

NOMINAL 

3 00% 

EFECTIVO 
ANUAL 

3 09% 

20 00% 

23 70% 

23 70% 

7 00% 

15 60% 



Caja Rural Cruz de Chalpon Orgamzation Chart 
and List of Personnel 



CAJA RURAL CRUZ DE CMAEPON S.A. 

ORGAN I G W A  

JUNTA GENERAL 

DE ACCIONISTAS 

I 

OERENTE OEWERAL b 
AUDITORIA INTERNA 

CREDITOS CREOITOS 

TECHICO 

JEFE DE 

OPERACIONES 

JURIDICA 

AUXILIAR 

SERVICIOS 

I I 

L 

COWTADOR 

a . 

AUXILIAR 

SERVICIOS 



PEWSONAIL CAJA RURAL "CRUZ DE CHALPON" S A 

1 LUIS Gdrate Chivez 
2 Lupe Burgos de Salazar 
3 Elver Cabrejos Estela 
4 Carlos Rodnguez Sinchez 
5 Carlos Castro Sandoval 
6 Yalii Cabrejos ]Bnos 
7 Victor ArbulG Norabuena 

CREDITOS 

Oswaldo Tello M~er  y Teriin 
Sofia Delgado Hernandez 
Angkl~ca Maria Torres Lora 
Martha Barragin Gonziles 
Agustin Aguirre Castro 
Alvaro Zegarra Larrain 
Isabel Farro Acosta 
July Janet Granados Leyva 
Elena Rene Guzmiin Rojas 

17 Juan Mechin Punhuamh 
18 Mary Castro Yajahuanca 
19 Olga Guerrero Paredes 

Gerente General 
Secretana de Gerencia 
Auditor Interno 
Chofer 
Auxlhar de Servlclos 
Recepc~on~sta 
Procurador 

Jefe de Crt5dltos 
Auxlliar de Cr6ditos 
Practlcante 
Agente 
Agente 
Agente 
Agente 
Agente 
Agente 

Jefe de Operaciones 
Aslstente 
Asistente 

20 ~abiola  Esperanza Deza Cuellar Asistente 
21 Carmen Galloso Coronado Contadora 
22 Maria Elena Cdrdova Paredes Practicante 

OFICINA DE CHEPEN 

23 Sad Bobadilla tejada Coordinador Chepbn 
24 Flor de Maria Vlllar Sotomayor Secretana 

OFICINA DE MOTUPE 

25 Iraida Niiio Neyra Secretana 



PERSONAL ACDI-PERU 

1 Jorge Noda Miranda Representante ACDI en el Perii 
2 Julio Montenegro Serquen Analista Fmanciero 
3 Claudia Madnd Cast1110 Asistente Administrativo 
4 Lina Araujo Cast1110 Secretana Ejecutlva 
5 Fernando Fhdalgo Ortiz Asistente 



Appendix 7 

Bnef Analys~s of Selected Loan Documentation 



LOAN PORTFOLIO ANALYSIS 

I TECElNOSERVE Loans 

a Asoc~acion de Agriculotores del Valle Chaman 

Loans 96-001 to 96-025 
Purpose - for planting 66 50 H In hjol 

5 of the clients dld not complete the planting [$3,320 51 

I= 20% 
comssion = 3% 
matunty = 4 months 
Amount $46,550 to be Qsbursed m three payments 

Documents complete and m good order 
Loan was payments being made on schedule 

I1 Ddrnquent Loans 

a C m l o  Ruiz Falla 

Loan NO 95-00224 
Loan date 20 Sept 1995 

Apr 1,1996 there was a request for a loan extension for time to see1 the crop -cotton- 
Apr 2 a letter from the CR denymg the request [what is the current status of the account] 

Had an old account wth BAP and FONDEAGRO that had been pad off 
The CR has the land t~tle as guarentee - valus apprownately 3 times the value of the loan 

I equals 20% 
Comrmssion equals 3% 
Amount $39,140 m two parts 

8 months for cotton 
6 months for purchase and mamtamence of cattle and ovmos 

b Comercial La Flonda - Venta de Aborrotes and Rrce Processmg 

Acct 210 
Sept 23,1995 
Amount $52,000 
12 months wrth payments to be made monthly 
20% wth 3% comssion 
Guarenteed wth title with hquidation value of the property assumed to be equal to the value 
of the loan 



19 Feb The loan became delmquent and would be beyond amount of capital in June 
Documents, includmg guarentee are in order 

c Calderon Zapata and Glona del Milagro 
95-00290 

20% WI 

$14,000 
12 months 
$30,000 guarentee 
Travel Agency 
There does not appear to be a signed loan contract in the file, however, all other documents 
appear to be in order 

d Juan Bautista Cerquera Nuiiez 
Acct No 00666 
Full Color Photo Labs 
House as Guarentee 2-1 coverage 
$13,000 
November 21-95 NOW HAVE A FORM THAT CARRIES THE FILE THROUGH THE 
ENTIRE PROCESS 1 

10 months 
No letter mdlcating payments are late 
All of the Documents appear to be in order, except there does not appear to be a signed loan 
contract 7 Has the process changed? 

e Rodolfo Emque Lluen Yapen 

Apparently a guarentee from a f m l y  member 
$6000 
to commencalrze came de aves y rojas 
20% and 3% comssion 
August 25,1995 

on Sept 25 legal action was filed 

WHAT IS THE CURRENT STATUS 

Another loan on 10-12-95 
What is happemng wtth thls account 

IIL Normal Loans 

1) Plcon Cespedes Francisco 
96-000 12 
$7,500 worlung capital loan (or was it really $10,000 - seee Projection at the end of fi1e)OK 
4 months 
20% wth 3% comssion 



Guatenteed $1 5,000 

Started 3-28 wth loan granted om 4-3 

had earlier loan 95-00589 
$5,000 for 4 months 
ALL DOCUMENTS ARE IN ORDER 

2) Diaz Roncal and Jose V~s~tacion 
95-00725 
$36,818 70 

20% wth 3% comrmssion 
(what is the 6 46% on the first document as comrmssion~ 

Approved at $42,000 by directors and the amount was reduced based on guarentee 
Ktpoteca $4 1,400 
Prenda Agncola $17,885 

(7 About the first document m the file) 

3) Zamora Perez TIMOTO 

S/ 14,000 
12 months 
3% per month and 3% comssion 
worklng capital 
96-0001 7 
12 months 
ALL DOCUMENTS IN ORDER 

4) Morales Llovera Francisco 
rice cultivation (Santa Ana) 
96-00042 
96-0001 1 (became part of the new loan that had guarentee S/ 9,114 5 1 

loan was turned down earlier because the [titles were not clear 
S18,000 repad 
led to s/10,000 

DOES NOT APPEAR TO BE A LOAN CONTRACT 

5) Ramano Montenegro Olano 

purchase of seed for nce 
s/2,600 
6 months 
$4,000 gyarentee3% monthly and 3% comrmsslon 



6) Abanto Galacia y Hudson Martm 

S/ 1,100 
12 months 

NO CREDIT CONTRACT 

7) Sermllas del NorteOct 10, 1995 
$4,000 
to Improve 8H for nce 
6 months 20% wth 3% comnussion 
Guarentee $4,900 
ALL DOCUMENTS IN ORDER 

8) Jose Sanche Dlez 

$8,500 (Monseh) 
12 months 
for make artesian products and feedlot for cattle 
96-00206 
guarentee $22,833 

had an earlier loan 95-00103 that was repad 

ALL DOCUMENTS ARE IN ORDER 

8) Ordonez M o  Llanner Nicolas 
96/00025 

S/5,000 
workmg capital 
8 months 
27/02/96 sent a letter lndicatlng that no payment had been made m February 

ALL DOCUMENTS IN ORDER 

10) Jose Orlando Ventura Zapata 
96/OOZ 7 

S/10,000 (mcreased loan slze fiom 951002 14 S/3,500 
worhng capital to buy leather 
10 months - MOTUPE 

ALL DOCUMENTS IN ORDER 



12)Pompeyo Mundaca Valderrama 
96/00226 

$5,500 
12 months - raw matenals 

95100363 
$3,500 for 9 months 

NO LOAN CONTRACT FOR FIRST LOAN 

12) Juan lsmal Rulz Trewzant 
96/00225 

$14,795 
corn - 6 months 

first loan - $7,142 

ALL DOCUMENTS IN ORDER 



Appendur 8 

Capital Adequacy and Loan Cost Analys~s 



ANALYSIS OF COST OF SAVINGSIDEPOSITS VS COST OF BORROWED FUNDS 

Th~s analysrs IS based on the follow~ng assumptrons 
Cost of Borrowed Funds = 12% 
I Cost of Dollar Savmgs = 8% 
Cost of Sole Savmgs = 20% 
Rate Eamed on Dollar Loans @ 20% 
Rate Eamed on Sole Loans @ 36% 
Encaje Requirement for Dollar Deposrts @ 45% 
Encale Requrement for Soles Deposrts @ 9% 

1 LIBOR = 7% (for 36% of Encaje) 
10 No foreign Exchange R~sk in Loan Portfol~o 

Amount of Funds (1) 
Amount Available to Lend (2)=((l)X(1-encaje) 
Cost of Funds (3)= (?)x(Cost of Funds) 
Loan Earnings (4)=(2)X(Loan Rate) 
Encaje Eamrngs (5)=(1X 36 encaje)X(LIBOR) 
F~nancial Margin (6)=(4)-(3)+(5) 

Borrowed 
Funds 

1,000,000 
4,000,000 

120000 
200000 

0 
80000 

$ Deposlts $ Depos~ts 
as $ Loans as Sole Loans 



ASSUMPTIONS 

Loans 
lnvestments 
Encaje 
F~xed Assets 
Total Assets 
Depos~ts 
Borrowed Funds 
Cap~tal 
Total Lla & Equ~ty 
Operatmg Expenses 
Loan Loss Prov~s~on 
Deprecrat~on 
L~bor 
Loan lnterest ($) 
Loan lnterest (IS) 
Investment lnterest 
Encaje ($) 
Encaje (SI) 
Depos~t lnterest ($) 
Depos~t Interest (SI) 

SPREAD CALCULATION 

Earnmgs on Loans 
Earnings on lnvestments 
Earnmgs on Encaje 
Total lnterest Earnmgs 

Cost of Depos~ts 
Cost of Borrowed Funds 
Cost of Funds 

lnterest Margin 

Operating Expenses 
Depreciat~on 
Loan Loss Provis~on 

Expenses 

Net Margm 

Dwdends 
To Retamed Eamrngs 



Appendur 9 

USAlD Form 1330 
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e 9 A I D EVALUATION SUMMARY - PART I 

E Action Decislons A w ~ r o v e d  Bv h4ks.h-r 
Actlon (s) Required 

d 

Mlsslon or AID/W Office 
(ES# 1 

A P P R O V A L S  

1 BEFORE FILLING OUT THIS FORM READ THE ATTACHED 
INSTRUCTIONS 

2 USE LETTER QUALITY TYPE NOT DOT MATRIX TYPE 

lame of Off~cer Re- 
ponsible for Action 

Yes 0 Sllpped 0 Ad Hot 0 
Evaluatlon Plan Submlsslon Date FY Q 

(Attach extra She€ 

I D E N T I F I C A T I O N  D A T A  

Interim a Fmai 0 
post n other 

D Activity or Ac t lv~ t les  Evaluated (List the foilowlng lnformat~on for pro)ect(s) or program(s) evaluated ~f not applicable llst t~tle and date of the 

)ate Actlon 
o be Completed 

f necessary) 

F Date Of Mission Or AlDlW Office Review Of Evaluation (Month) (Day) (Year) - 

C Evaluation Timing A Reporting A I D Unit 

Amount Obbgatet 
to Date (000) 

evaluat~on report ) 

G Approvals of Evaluation Summary And Action Decislons 

B Was Evaluatlon Scheduled i n  Current F'f 
Annual Evaluatlon Plan? 

A C T I O N S  
1 

planned LOP 
Cost (0001 

Signature S 

Most Recent 
PACD 
( MolYr) 

Name (Typed) 

Da o - I I 
41D 1330 5 (5192) Page 1 

Flrst PROAG 
or Equivalent 

(FYI 

Project NO Project /Program Tltle 

ProjectlProgram Officer Evaluat~on Officer Representative of 
BorrowerIGrantee 

Mission or AlDlW 
Office Drector 



A B S T R A C T  - 
H Evaluation Abstract (Do not exceed the s ~ a c e  wovlded) .. 

8. 

1 Evaluatlon Team 
Name Afflllatlon 

2 MlsslonlOfflce Professional Staff 

C O S T S  
j, Evaluatlon Costs 

Person-Days (Estlmate) 

Contract Number OR 
TDY Person Days 

AID 1330-5 (5192) Page 2 

3 BorrowerIGrantee Professional 

Staff Person-Days (Estlmate) 

Contract Cost OR 
TDY Cost (U S S)  Source of Funds 



- - 1  1 

I S U M M A R Y  - 
C - ,  

J Summary o f  Evaluation Flndlngs, Conc lus~ons  and Recommendallons (Tw not t o  exceed the three (3)  pages provided) 
Address  the  fol low~na Items - 

Purpose o f  evaluatlon and methodology u s e d  
Purpose o f  ac t lwty (~es )  evaluated 

Principal recornmendatlons 
r Lessons  learned 

1 I Purpow of ~ v a l " a t ~ o n  and Methodology Used 

F~ndlngs  and conc lus~ons  (relate to questlons)  

The broad purpose of the e\ aluation of ect 1s to assist USAIDReru and ACDI m 
reassessing the overall des~en and to rengths, areas for rm rovement, and s eclfic P P actions that 1 ~ 1 1  help usAID/Peru achlevemen of project objec ives 

MlSSlon or Office 

T h s  independent assessment is deslgned to deterrmne whether through current configuration of 
act~vities and manapement methods, ACDI, USPJDIPeru, ~ e c h n o ~ e r v e ,  vanous Peruvlan 
governmental agencies, and other artupants ~nvolved in the ro ect are producing the expected P outputs as projected in the work p an developed in Febru 1894 Opar t~cular  interest are 
issues relatlng to the role efficiency and potentla1 ofthe C %! CC, the e ectlveness of vanous 
project Interventions, and the economc impact of these interventions 

The evaluation was camed out b a two-person team, whch collectively possesses shlls in 
I! roject destgn and evaluation m atm h e n c a  Thex full resumes ma be found m Appendx 2 

followng data collection and Interview me I' hods 
7 ?he evaluat~on was undertaken dunng the enod May 19 to June 19, 996 The team used the 

Date Thls Summary Prepared 

Re~lew relevant pro ect a ers, contracts, and enodlc reports 
Intemew the Ca a duralPr Eoard members sta , field officers and clients, as well as 
TechnoSenefs siaff *orlung 1~1th the CB& 

f! 

Perform site vlsits to representative Caja Rural and CBE clientele In Chiclayo and the 
Olmos, Motupe and Jequete eque \alleys 
Perform site vlsits to Cajas 8 urales in Piura, Tarapoto, and Ayacucho, meet wlth 
management p e r s o ~ e l  and chents 
Rewew financlal records, management lnformztlon system, and loan portfolio of the Caja 
R11ra1 

Title And Date Of Full Evaluation Report 

l \ U I  a1 

o Re~qew information ava~lable at the Supenntendenc of Banks regarding the Caja Rural 
natlonwde system and ~ t s  erfonnance relatn e to 2 ruz de Chalpon 

o Inten~ew appropnate staffat the Mmstry of Agriculture and the Caja Rural Assoclat~on 

A list of persons Internewed and documents rev~ewed can be found In Appendices 3 and 4 
respectively 

The basic premse of t h s  e\ aluatlon creates the basls for a number of recornmendat~ons whch wl l  
be found below Th~s ewluauon 1s supposed to be a rmd-term evaluat~on of a three-year project, 
there are less than four months remamng in the project Thls tlme frame rmsmatch rases a num get er 
of pomts Fmt, the roject was based on the premse that all approvals necessary for the creation ~f 
the CRCC would {e ranted w t h n  3-6 months folloumg the lmtlatlon of the project When tlus 
faded to rnatenahze, t8e project became b~furcated 

The Technosene component of the project tpok on a hfe of ~ t s  own, albeit wlth llttle irutlal success 
due to the fdure of proper management oversight by the TechnoServe pro ect leader TechnoServe 
was attemptrng to work ulth roups of f m e r s  as detalled by the w o h  plan yet there was no 
financlal ~nstltutlon to pronde Phe necessary credlt Techn Serve then loahed for and was able to 
find alternatn e sources of credlt for one pro ect creatin the ! rst of many disjunctures with the basic 
project plan What is not clear Eom a pracded conce L a 1  bass  is why the two project components 
were not both ong~nally asslgned to ACDI ~echno!ene was continuin to  operate (funding was 
avalable), but the~r  actlons were domg little to support the bas~c tasks opthe project 

There are obvlousl problems beween ACDI and TechnoServe m the current roject The evaluatlon 
team beheves that h e  level and y e  of assistance currently being rovlded by%echnoserve IS sound 
The level p f  asnstance has s~gru cantly m roved compared to tiat whch was bang offered earher 
In the project The assistance being prowc!?ed to the g o u  s receiving loans is poslti\e As valuable . 

g as these semces mght be, t h s  project com onent 1s not fkel to create the busmess umts n deems - 
to be essenual for long-term success even dl e ro ect were to ge extended in addmon, these efforts 
are not an essential component in mahng. t h e e d ~ ~  a successful inst~tutlon f l  

The dela IS m bemg able to get the CRCC operat~onal a pear to have resulted fiom, (a) rmsstatements 
to ACD? by TechnoServe as to the amount of capitJwhch would be forthcommg when it amved 
In Chclayo, and b foot drag Ing b government a encles who were not filly supportive of the 

, vanous aspects of \ )  he project %us, w%at we are facejwth is evaluating the Caja Rural corn onent 
of the project fiom the basis of its near "md-term" posltlon On that bass, the project 1s fbnc{omng 
well, and wth the exception of certain pro ect com onents whch were programmed too early In the 
c cle project objectnres have been met  be C R C ~ I S  well pos~t~oned--with contmuing support from 
L~CDI-~O move to the next step m roject implementation, I e further refimng the lendmg function, - P implernen~ing a savlngs mobiliza ion program marletlng the capital acquisltlon 
hopehlly, implementing a rmcro-enterpnse lending program whch ndl be s u p p o n e g & % C ~ % ~ '  



The design of the Technoserve componen~ ,- he project faded to account tor basic requirements In 
the law whlch call for a stnct loan guarantee re imen and the lack of land titling projects cormn to 
fhntion In addrtion TechnoServe appears to%elieve that the CRCC should create a speclal sef of 
lending pollcies for the clients they serve In summary, 

o The TechnoServe component of the project 1s not essential to the basic need to create a 
strong cornmunlty-owned, marhet-dnven financial institution 

o To the degree that the valuable fincbons of (a) productron asastance, (b) cornrnercializatlon, 
and [c) market lnformatlon need to be rovlded, the most efficient way for them to be 
provlded if the project 1s extended would%e to habe that component transferred to ACDI 

o That even In the best of circumstances, the TechnoServe component of the project ul11 not 
be able to create business umts m the roups thus far orgamzed withm the ex anded time B constramts Additlonall the credit neeis that are foreseen for the export-base productlon 
would require loans opa matunty beyond what would be posstble in the current CRAC 
environment 

The efforts undertaken b ACDI under the Tltle I11 pro ram have had a posltive impact on the e~ght 
partmpatln CRACs h e r  some degree of olitical y motivated delay, the rogarn of strategic d P 
plamng an financial man ement was undert&en m an effic~ent manner provl mg partlapants wth Yi B 
an opportumty to deal wit the issues m a hands-on format The success of t h s  pro am has been 
tern ered by the fact that there has been a slgmficant turnover of directors and the fac that the pace a F 
of evelopment among and between the el ht CRACs differs si mficantly The matenal bemg 
presented 1s relatively complex m nature and lt gh s ould not be expecte 3 that a one-tlme exposure, even 
wth  thls relatively effective ap roach, wll provlde the participants wth the back ound necessary 
to fully understand the matenap Ths suggests that the program should continue f ecause 

- some CRACs need sipficant revlew of prevlous work, and - project team members need to review basic needs with partlcipatlng CRACs and develop 
programs speciahzed to the needs of each CRAC 

In addloon, the data md~cate and discusaons have su gested that there are one or two CRACs whch 
are facin senous problems Most individuals we ave intemewed suggest that the failure of one S % 
CRAC is ikely to cause a system-wde fa~lure Whlle the evaluation team is not so pessirmstic we 
do believe that the failure of one CRAC wll make it more d~fficult for other CRACs to atiract 
additiojd capital or m o b h e  savlngs for a sipficant penod of time 

It is clear that problems wth the current s o h a r e  system is erhaps the most senous operational 
concern that must be solved The fact that the basic ap roach ! o attem tmg to solve the problem is 
polltlcally based makes the evaluat~on team concernel that, at best, t ie solution wll be less than 
optimal, and, at worst it could cause a SI cant dela in the abilit of the system to be able to 
expand ~ t s  semce ogenngs It is difficu !P t to accept 7 he premse t b at a new system had to be 
developed m a world where there are several very efficient systems for financial institutions available 
m the marketplace To compound the problem, the choice of an institution whch has Ilttle, if any, 
experience m developmg software for hancial mstltut~ons to develop the product stretched credulity 

LII Recommendations 

Based on the informati~n presented m ths report and summanzed above, we have developed the 
folloulng recommendat~ons 

o The Caja Rural Cruz de ha1 on dot project has shown SI ficant otentlal, meetlng near1 
all object~ves indicated f or t [ I ?  e rst ear of operation o f t  ?? e CRC 8 and should be extende 8 
throush December 1997 at current &nding levels 

o In the extended project, ACDI should place emphasis on the following aspects of ~ t s  work 
with the CRCC 

I - credit fimctlon 
I - eavmgs mobilizat~on 



I o Technical assistance to the Caja Rural Cruz de Chalpon should be gradually reduced 
thou hout the remum project hfe to allow the drrectors and mana ers to take dlrect P contr3 of the decls~on-m&n rocess An increased focus should be p aced on expandin 
efforts mth the other e~ght CBCS and on provldlng support for development of a nation4 

I system 
I 

( o Efforts towards development of a "nat~onal s stem" should be increased, includm Increased Ib support for creatlng an inde endent and via le assoaat~on A "grassroots base% strategc 
1 p l m n g  process for the A&C should be developed and implemented 
I o Current Tltle III efforts should be contmued for an additional 12-15 months for 
1 - providing assistance ~n lrnplementm and updatm current plans 

rovidm a second run through for RACs whc have expenenced significant I - ~oard/st&turnover 
5 t 

1 - ~dent~fylng and, ho ehll ulth the support gf the SBS, develo ing a program to 
intervene in those RA 8 s experiencing senous problems for &e purpose of 

I retumng them to vlabil~ty 

o ACDI should work closely wth the SBS to unprove the program of supemsion and 
exammation of CRACs carned out by the Supenntendency 

o ACDI should strongly support efforts to improve speed the pace of efforts to allow small 
f m e r s  to be able to obtain t~tle to their land 

o Internal and external hnding sources should be identified to allow the CRCC to make loans 
wth intermediate and long-term matunties 

o Close morutonng of an and all overnrnent efforts in creating a rural bank should be made 
m order to ensure that 6 RAC ln 8 erests are well represented in the process 

o Xthe Associauon reaches a osltlon where ~t is feaslble to consider developing a second-tier 
hanclal mst~tution, ~ ~ A l D b e r u  should prowde funds for 3-6 months of short-term techcal  
assistance to support the efforts 

IV LESSONS LEARNED 

Thls evaluabon provlded the team leader wth  several interesting ~nslghts which related informat~on 
found m ths project wlth earher expenences These lnslghts Include 

Serendlp'?' 
The best way to Erame an understandin IS to hsten to eople who hve 

m the wor d that is being analyzed Dunn the tnp o A acucho t ere was an off- P ? R 
chance opportumty to spend approximate y one hour w& Pe e h a s  We believe 
that anyone Interested m learmng a new perspective on &e Issues faclng the 
agricultural sector in Peru spend some time listemng to h s  Ideas 

peed f9r H nds-On Project The falure of Technoserve to provide hll-tlme dlrectlon to 
its ortlon oifthe pro ect in early months led to (a ACDI receivmg incorrect lnfonnation as 
to &, e ca ital base R h ch was avdable as it began I s part of the project, (b an inefficient use 

R t' @ 

i 
of rap.! resources, and (c a sl cant reduction in the probability that 1' echoserve could 
ac eve the three stages o group development ~t belleves necessary for project success 

Des~gn Structure C1 se attention must be pad to all componen s of project design and time 
line sequencm A c?oser look at the CRAC law and the pro able financial structure and % b 
policles of the RCC should have sug ested that ~t would not have been rudently wllin 

P f andlor legally able to rovlde loans that t the type of loans that the Technoferve corn onen S f 
of the project was lkely to require When pro ect assumptions concerning the ate of 
chartering the CRCC were not met, the Technoierve component of the pro ect was m a 
posltlon of creatlng loan demands that could not be funded as expected Ths created a 
negative lmage for the CRCC in the marketplace 

Too Soon Old, Too Late Smart After havlng followed devel~ menf cff rts m Latin 
Arnenca for over 30 years and havlng seen man rmssed opportum les", it is f%stratmg to rY P 

potentially very successll projects where pa lclpants are expected to accomplish heroic 
e orts m exceedingly short tlme penods in a world of dlmmshed resources 
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